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JANUARY 1973
“ Accounting is a weapon against poverty. . .
and we strive to put this weapon in the hands of those who need it most.”
A special message from President Layton
The quotation in the masthead of this issue of The CPA is taken from an 
address by my predecessor as president of the Institute, Walter J. Oliphant. 
The occasion was last June’s Faculty Summer Seminar for accounting faculty 
members from traditionally black colleges and universities. The meeting was 
cosponsored by the Institute and the Virginia Society of CPAs.
"Black people need accounting, just as accounting needs black people,” 
Mr. Oliphant told the professors. "As I see it, the ( continued on page 4)
APB approves two draft Opinions for exposure
At its meeting in Puerto Rico on December 6-9, the Accounting Principles 
Board approved the exposure of the following proposed Opinions:
•  "Disclosure of Lease Commitments in Financial Statements of Lessees,” 
which provides for separate disclosure of ( 1) the total lease rentals charged 
against operations for each period presented, (2) the minimum annual rentals 
payable in each of the five succeeding years and thereafter by five-year periods 
for all leases with a remaining noncancellable term of more than one year from 
the balance sheet date and (3 ) the present value of all leases with more than 
a one-year remaining life, computed on a net basis. If the net rental is not 
reasonably determinable, it is acceptable to disclose the present value of the 
lease commitments on a gross basis. The percentage applicable to gross leases 
should be separately stated. The proposed Opinion will be effective for use in 
balance sheets issued for fiscal years ending December 31, 1973, and there­
after.
•  "Accounting for Nonmonetary Transactions,” which provides that, in 
general, the accounting for exchanges of nonmonetary assets and for non­
reciprocal transfers of assets either to or from the enterprise should be based 
on the fair values of the assets involved. However, the general principle of 
recording fair values is modified for some transactions in order to accommo­
date problems of measuring fair values or questions about recognizing rev­
enue before the earning process is complete. Specifically, carrying values of 
assets should be used to record (1) an exchange or nonreciprocal transfer if 
fair values are not determinable, (2) an exchange involving inventory-type 
items, (3) an exchange of similar productive assets and (4) a distribution to 
owners in connection with a spin-off, other form of reorganization or liquida­
tion, or a rescission of a prior business combination. The proposed Opinion 
will be applicable to transactions consummated after January 1, 1973.
In addition, the chairman of the APB approved for publication industry 
audit guides on stock life insurance companies and on brokers and dealers in 
securities and an industry accounting guide on accounting for retail land sales.
2Highlights o f the Board o f Directors meeting
At its meeting on November 30-December 1 
in Washington, D.C., the AICPA Board of 
Directors authorized for exposure to Council in 
mid-January a proposed revision of the bylaws 
(T he CPA, Nov.72, p .6 ). At its regularly sched­
uled February meeting or, if necessary, at a spe­
cial meeting, the Board intends to review the 
draft in light of Council members’ reactions in 
order to permit formal submission of the revi­
sion to the spring meeting of Council.
In other actions, the Board:
• Authorized the president to organize an 
interdisciplinary study of the present scope of 
services provided by accounting firms, the future 
demands that may be placed on them and the 
nature of the skills required to enable them to 
respond with competence.
• Approved, in view of the AICPA’s contri­
bution to the Financial Accounting Standards 
Board on behalf of all members, the elimination 
of the asterisk in the AICPA firm directory 
indicating membership in the Accounting Re­
search Association. The ARA may issue a sep­
arate listing of its members.
• Approved a suggestion from the annual 
meeting review committee that, as an experi­
ment, the meeting in Atlanta be reduced from 
two and one-half days to two days.
• Agreed that Executive Vice President Wal­
lace E. Olson should testify on behalf of the 
Institute on December 11 at SEC hearings on 
forecasts. Mr. Olson’s testimony, developed 
with the guidance of a special task force com­
posed of chairmen of senior committees, is sum­
marized in the January 1973 Journal o f Account­
ancy (p. 9 ).
Layton and Olson to address 
AICPA computer conference
Institute President LeRoy Layton will deliver 
the luncheon address on the opening day of the 
Ninth Annual AICPA Conference on Compu­
ters and Information Systems, which will be held
May 21-23 at the Waldorf-Astoria Hotel in 
New York City. Wallace Olson will deliver the 
keynote address on the same day.
This "state of the art” conference is designed 
for CPAs currently involved with any aspect of 
EDP or considering such involvement. Client 
service, auditing, taxation and management of 
a practice are among the subjects which will be 
covered in panel discussions, talks, roundtables 
and informal sessions. Further details will ap­
pear in future issues of The CPA.
Members urged to order 
1973 CPA exam supplements now
Members who wish to receive the 1973 
CPA Examination Supplements to The 
Journal of Accountancy should place 
their orders with the AICPA as soon as 
possible. The semiannual supplements, 
which present the complete text of each 
of the most recent Uniform CPA Exami­
nations, unofficial answers and study 
references, are available on a subscrip­
tion basis at $1.50 a year. The exam 
given in November is covered by the 
supplement published the following Feb­
ruary, and the M ay exam is published 
the following September.
An order form for the supplements con­
taining the November 1972 and May 
1973 exam questions and unofficial an­
swers has been included in a mail an­
nouncement of Working With the Rev­
enue Code— 1973, which members 
should be receiving this month. However, 
members may choose to order the sup­
plements directly from the AICPA order 
department. In this case, each member 
should be sure to give his name and ad­
dress exactly as it appears on the back 
page of this issue of The CPA and to en­
close his remittance with the order.
Editor: Barbara J. Shildneck 
Production Assistant: Linda G. Schreiber
The CPA, January 1973. Published monthly, except July- 
August when bimonthly, for membership of the AICPA, Inc. 
Vol. 53, No. 1. Publication and editorial office: 666 Fifth 
Ave., New York, N. Y. 10019. Second-class postage paid at 
New York, N. Y.
3Confirmation of compensating balance arrangements with banks
By Joe R. Fritzemeyer, CPA
Director, AICPA Auditing Standards Division
Rule 5-02-1 of the SEC’s revised Regulation 
S-X requires financial statements filed with the 
SEC to disclose information about compensating 
balance arrangements with banks. It is presently 
understood that the effective date for this as­
pect of the rule will be for periods beginning on 
or after January 1, 1973.
Auditing procedures appropriate for use when 
there is a question of compensating balances will 
vary under the circumstances. The procedures 
may include inquiring of management, reading 
agreements and correspondence relating to loans, 
and confirming directly with banks the informa­
tion on which disclosures are to be based. The 
following considerations are pertinent with re­
gard to confirmation:
1. The confirmation request should be mailed 
separately from other bank confirmation re­
quests. This request cannot be handled routinely 
by internal audit staffs of banks.
2. The confirmation request should be ad­
dressed to the bank loan officer in charge of the 
client’s account. Because of the special nature 
of this request, loan officers themselves must 
confirm these data.
3. The confirmation request should be mailed 
out at the earliest possible date. Many of these 
arrangements may have been established years 
ago and have since been subjected to periodic 
oral modification. This is the first time banks 
will be asked for confirmation on these informal 
arrangements and they should be given as much 
time as possible.
4. The wording of the letter should be tailored 
to meet the individual terms o f specific arrange­
ments, including any changes during the year or 
subsequent to the year end. However, generally 
the confirmation should be as to the understand­
ing between the bank and the borrowing com­
pany as to the terms o f the arrangement and not 
as to specific amounts as o f specific dates.
5. As with other types of confirmation the re­
quest should be (a ) prepared on the client’s 
letterhead, (b) signed by the client, (c) mailed 
by the auditor and (d) have the return address 
of the auditor.
An example of a compensating balance con­
firmation request letter follows:
(Date) (of mailing)
Mr. John Doe, Vice President 
ABC Bank
Anytown, New York 10000
Dear Mr. Doe:
In connection with an examination of our financial 
statements at (balance sheet date) and for the (pe­
riod) then ended, please confirm by signing and re­
turning the enclosed copy of this letter directly to our 
independent auditors, (name and address of CPA 
firm), the correctness of the following information 
with respect to the compensating balance arrangement 
which exists in connection with (describe loan agree­
ment or line of credit arrangement).
[Describe the general terms of the compensating bal­
ance arrangement during the fiscal year, including the 
method of calculating restricted amounts as in the ex­
amples shown below.]
Example 1: "Under an informal compensating bal­
ance arrangement, the company is expected to maintain 
an average compensating balance of 20 per cent of the 
average bank loan outstanding from time to time as 
determined from the bank records.”
Example 2 : "Under an informal compensating bal­
ance arrangement, the company is expected to maintain 
an average balance of $000,000 over a 12-month pe­
riod as determined by the bank’s records.”
Example 3 : "Under an informal compensating bal­
ance arrangement, the company is expected to maintain 
a compensating balance of 15 per cent of outstanding 
loans plus 10 per cent of its unused line of credit ($00,­
000,000 at present) with the bank.”
An addressed envelope is enclosed for your reply.
Yours very truly,
B y :------------------------------------
CONFIRMATION
(Name of CPA firm)
(Address)
Gentlemen:
The above description of the terms of the aforemen­
tioned compensating balance arrangement is correct 
and the company was in compliance with such arrange­
ment except as noted below.
(Name of Bank)
B y:-------------------------------------
(Officer)
Date__________
4President Layten ( continued from  page 1) 
integration of our profession, in fact as well as in 
ideal, will spin off positive social effects that will 
benefit many more people than those who be­
come accountants or even those who deal with 
accountants.”
Indeed, from this clear social perspective, ac­
counting is an essential weapon against poverty, 
and all must share in using it.
Ever since the Institute’s Council passed a 
resolution in 1969, committing the Institute to 
help integrate our profession, all Institute presi­
dents have asked for contributions to the Ac­
counting Education Fund for Disadvantaged 
Students. Up to the present time, 77 high-poten­
tial minority accounting majors in many parts 
of the country have received scholarships made 
possible by this fund.
Many thousands of CPAs are contributing to
the fund. An increasing number of industrial 
companies and foundations, sharing our goals 
and recognizing the effectiveness of our pro­
gram, are also contributing. As things stand, the 
Institute’s program is a major "affirmative action 
plan” in behalf of the entire accounting pro­
fession.
I shall make only one formal appeal to the 
membership of the Institute for this worthwhile 
cause. It is my hope, however, that the message 
in the masthead of The CPA, which will appear 
every month during my term as president, will 
serve as a repeated reminder.
We need your contribution. If you have al­
ready contributed, I urge you to plan an annual 
contribution until the objective set forth in the 
Council resolution is achieved. [ E d. N o t e : A  
contribution form is included as a detachable 
insert on the following page.]
AICPA names Robert Sempier director 
of international practice
Robert N. Sempier, assistant administrative 
director of the Accounting Principles Board 
since 1966, has been named director of the 
AICPA’s international practice division. A for­
mer assistant director of the AICPA’s profes­
sional development division, Mr. Sempier was 
manager of the following functions in the In­
stitute’s technical services division: auditing 
procedure, management of an accounting prac­
tice and special projects.
Before joining the AICPA staff in 1960, he 
was chief accountant at Upsala College (1957-
Motorola renews contribution 
to AEFDS
The Motorola Foundation, after review­
ing the program  supported by the 
Accounting Education Fund for Disad­
vantaged Students, has just renewed its 
contribution. The announcement was 
made by John T. Hickey, executive direc­
tor of the foundation. Nineteen corpo­
rations or corporation-associated foun­
dations are now contributing to AEFDS.
60) and in public practice (1953-57).
A member of the Institute and of the New 
Jersey Society of CPAs, Mr. Sempier received 
his B.S. and M.B.A. degrees from Fairleigh 
Dickinson University. He has written for the 
New Jersey CPA and the Attorney’s Practical 
Guide to Accounting.
John R. M itchell named MAS director
John R. Mitchell, CPA, has been appointed 
director of the Institute’s management advisory 
services division. Before joining the AICPA 
staff he was associated with Fenvessy Associates, 
Inc., a management consultant firm. From 1962 
to 1969 he was a member of the management 
services department of J. K. Lasser & Company.
Mr. Mitchell’s prior experience includes serv­
ice in the systems and procedures departments of 
The Teleregister Corporation (now Bunker- 
Ramo) and Prentice-Hall, Inc.
Mr. Mitchell, the author of "The Do’s and 
Don’ts of Management Advisory Services,” 
which appeared in the October 1972 issue of 
The CPA Journal, received his M.B.A. degree 
from New York University and his B.S. degree 
from Georgetown University. He also studied 
engineering at Syracuse University and account­
ing at Pace College.
Accounting 
is a weapon 
against  poverty ... and we 
 strive to put this weapon in 
the hands of 
those who 
need it most.”
Waiter J. Oliphant, former president, AICPA
Accounting Education Fund 
for Disadvantaged Students 
Contribution Form
A IC P A
American Institute of 
Certified Public Accountants
666 Fifth Avenue, New York, N.Y. 10019
Gentlemen: I am  enclosing  a  ch eck  for $ ................................* a s  my
contribution to the ACCOUNTING EDUCATION FUND FOR 
DISADVANTAGED STUDENTS. My ch eck  is payab le  to AICPA Foundation 
— AEFDS and  I u n derstand  that I will receive a receip t to indicate that 
I have m ade this contribution (which is tax deductib le).
MEMBER’S NAME
FIRM
ADDRESS
(if part of mailing address)
CITY STATE ZIP
*Please Check...
□  This is my contribution for the th ree -y ear program .
□  This is my contribution for the first year. I will m atch this contribution in 
January  1974 and  in January  1975. P lease  bill me at that time.
P lease  m ake your ch eck  payable  to AICPA Foundation— AEFDS.
7New publications cover industry accounting and auditing and federal taxation
The Institute publications described below 
are now available to members. They may be ob­
tained from the AICPA order department (List 
prices are subject to 20 per cent AICPA mem­
ber discount if total order is $2.50 or more.)
• Accounting for Franchise Fee Revenue, 
which is the first in a new series of industry ac­
counting guides. The rapid growth of franchis­
ing companies during the past decade has high­
lighted a number of questions involving ac­
counting and financial reporting. This guide, 
which discusses selected topics that are impor­
tant to franchising companies in general, con­
centrates on the accounting problems of the 
franchisor, with emphasis on accounting for 
initial franchise fees. List price is $2.
• Audits o f  Savings and Loan Associations, 
an industry audit guide which gives effect to 
accounting and auditing developments peculiar 
to the industry that have occurred since 1962 
(the date of the last edition of this guide). In 
some instances the accounting practices recom­
mended differ from those presently followed by 
the industry. Although earlier compliance is en­
couraged, the committee on savings and loan 
accounting and auditing proposes that associa­
tions’ financial statements for fiscal periods be­
ginning after December 31, 1972, conform to 
the recommendations. Suggested auditing proce­
dures for major accounts are also presented. 
List price is $4.
• Audits o f  Stock L ife Insurance Companies, 
an industry audit guide which deals with the 
nature and conduct of the life insurance busi­
ness, the accounting and reporting practices pre­
scribed or permitted by insurance regulatory 
authorities, the differences between regulatory 
practices and generally accepted accounting 
principles, and auditing procedures and reports 
related to life insurance companies. The restric­
tions on the expression of reliance on actuaries 
and the requirements for qualified, adverse or 
disclaimed opinions—which will change pres­
ently acceptable practice—will not be effective 
for auditors’ reports for periods ending before 
December 31, 1973. The committee, however, 
urges independent accountants to encourage 
earlier adoption of the accounting and reporting 
principles discussed in the guide. List price is 
$4.50.
• Statement on Responsibilities in Tax Prac­
tice No. 9, "Certain Procedural Aspects of Pre­
paring Returns,” which considers the CPA’s re­
sponsibility in connection with the following 
aspects of preparing federal tax returns: exam­
ination of supporting data, use of prior years’ 
returns and modification of the preparer’s decla­
ration. One copy of the Statement (which will be 
reprinted in a forthcoming journal o f Account­
ancy) will be sent free to each member. Addi­
tional copies may be obtained for $.75 each.
• W orking With the Revenue Code— 1973, 
which presents 300 separate items selected from 
the Tax Clinic department of The Tax Adviser 
and updated to reflect the latest developments 
in federal taxation through September 1972. 
Each item is arranged and cross referenced ac­
cording to Code section. The paperbound refer­
ence book, which also contains a detailed table 
of contents, subject index and case table, is $6;
Confronting the TV camera and the mike are Bert N. 
Mitchell of New York, center, a member of the Insti­
tute’s Council, and Ralph C. Johnson of Kansas, right, 
a member of the committee on minority recruitment 
and equal opportunity. The interviewer is Barbara La­
mont of the program Black News, Channel 5 in New 
York, Connecticut and New Jersey. Messrs. Mitchell 
and Johnson told an estimated 15 million viewers, 
including a high percentage of black youth, that op­
portunities for minority people in accounting were 
increasing. The committee on minority recruitment and 
equal opportunity believes that this message should 
have more public exposure.
8Mario P. Borini, CPA, partner, Hurdman, 
Cranstoun, Penney & Co., is the editor.
Order forms for the following publications 
appeared in the November and December is­
sues of The CPA: Social Measurement, the 
transcript of a symposium on social accountabil­
ity sponsored by the Institute last fall ($5; $4 to 
AICPA members); Reporting by Diversified 
Companies, the fifth in a series of studies by 
the Accountants International Study Group 
($1 .75); Accounting Trends & Techniques —  
1972, the 26th annual survey of accounting prac­
tices followed in 600 stockholders’ reports 
($27.50; $22 to members); Illustrations o f Ac­
counting Policy Disclosure, a survey of the ap­
plications of APB Opinion No. 22, edited by 
Hortense Goodman, CPA, of the AICPA tech­
nical staff, which is the first of a series of com­
puter-assisted studies on financial reporting 
practice ($3; $2.40 to members); Alphabeti­
cal List o f Members — 1912, the latest AICPA 
membership directory in two volumes ($5 to 
members); and Businessm an’s In form ation  
Guide, a manual originally developed by the 
Illinois Society of CPAs which is designed to 
help minority entrepreneurs and other individ­
uals who are in the process of setting up their 
own small businesses ($3; $2.40 to members).
Auditing standards committee 
sets up agenda for 1973
Five projects of the AICPA auditing standards 
executive committee were assigned "high prior­
ity” status at the first meeting of the 1972-73 
committee held late last year. Heading the 
agenda are topics in draft Statement stage deal­
ing with related parties, degrees of qualification 
and reporting on forecasts, and topics in pre­
draft Statement form on audit supervision and 
interim financial statements.
Other priorities include projects on negative 
assurance, unaudited financial statements and 
compensating cash balances, all of which are 
currently being addressed by task forces. The 
committee also discussed the need for a research 
study on nonaccounting experts.
Seven audit and accounting guides 
are in various stages o f preparation
Several industry guides prepared by special 
industry committees of the Institute are expected 
to be available as exposure drafts within the next 
few months. Readers interested in commenting 
on the following drafts should write to Myron 
Hubler of the American Institute staff for copies.
• “Audits of State and Local Governmental 
Units,” a proposed industry audit guide.
• "Audits of Investment Companies,” a pro­
posed industry audit guide.
• "Profit Recognition on Sales of Real Es­
tate,” a proposed industry accounting guide.
The following guides have been through the 
exposure process and are tentatively scheduled 
for publication during the next few months. No­
tice of their availability will be published in 
The CPA.
• "Audits of Finance Companies,” a pro­
posed industry audit guide.
• "Audits of Brokers and Dealers in Securi­
ties,” a proposed industry audit guide.
• "Audits of Educational Institutions,” a 
proposed industry audit guide.
• "Retail Land Sales,” an industry account­
ing guide.
Automatic disciplinary provision 
is invoked against two members
The memberships of two Institute members 
have been terminated under Section 7.3.1 of the 
bylaws, an automatic disciplinary provision 
which provides for termination of membership 
without a hearing if a member has been con­
victed of a crime defined as a felony by the 
convicting jurisdiction and the conviction has 
become final. The members concerned are:
• Benjamin Cohen, Union, New Jersey, who 
was convicted of filing false and fraudulent fed­
eral income tax returns in violation of Title 26, 
USC, Section 7201.
• Ralph E. Cades, Miami Beach, Florida, who 
was convicted of embezzlement in violation of 
Title 18, USC, Section 656.
9Ethics committee answers members' queries on advertising and independence
Q. May an accounting firm or individual 
CPA be listed as a contributor to a charitable, 
civic, cultural or educational organization?
A. Accounting firms or individual CPA prac­
titioners who have contributed to such organi­
zations may be included in a list of contributors 
provided that the CPA designation is not used 
and there is no indication that the firm or in­
dividual is engaged in the practice of public 
accounting. CPAs who contribute as individuals 
may also be listed so long as their professional 
titles or firm affiliations are not shown. Any 
such listing must conform to the specifications 
of Ethics Opinion No. 11.
Q. Under the heading "Accountants —  Cer­
tified Public” in a classified telephone directory, 
a member has listed the telephone number of 
his residence with the legend "If no answer 
dial” under his office address and telephone 
number. Is such a listing considered to be in a 
style differentiated from others in the same direc­
tory, as interpreted by Ethics Opinion No. 11(b)?
A. Such a listing is not objectionable.
Q. When two partnerships merge, is it per­
missible for the newly merged firm to practice 
under a title which includes the name of a part­
ner who had retired from one of the two firms 
prior to the merger?
A. Rule 4.02 of the Code of Professional 
Ethics states that partnerships may practice un­
der a firm title which includes the name or 
names of former partners. Since the retired part­
ner was once a partner in one of the merged 
firms, it would not be improper for his name 
to appear in the title of a newly created firm.
Q. The committee has been asked for its 
views regarding a CPA firm’s independence 
under the following circumstances:
1. The firm has been asked to serve as audi­
tors for a mutual insurance company which has 
been funding a retirement plan for the firm’s 
employees. Contributions made by the firm are 
invested in equity assets managed by the insur­
ance company in a pooled separate account for 
this and similar contracts. Benefit payments to 
retired employees are paid from the fund. The
firm would have no control over the funds after 
they are sent to the insurance company.
2. The firm has been asked to serve as audi­
tors for a stock life insurance company which 
underwrites group term life insurance policies 
for the firm’s partners, payable to the desig­
nated beneficiaries, not the firm. The proceeds 
would very likely constitute a significant part 
of each partner’s estate.
A. The situation described under 1 is sim­
ilar to the bank depositor relationship discussed 
in Ethics Opinion No. 19. Therefore, the firm’s 
independence would not be considered im­
paired if such funds, in the aggregate, are not 
material in relation to the net worth of the 
firm or the insurance company.
The auditor’s independence would not be 
considered impaired under 2 so long as the 
amount at risk is not material to the insurance 
company’s underwriting activities.
Q . Ethics Opinion No. 19 permits a member 
or his firm auditing a bank to have loans from 
the bank without impairing audit independence 
if such loans in the aggregate are immaterial in 
relation to the net worth of the firm and its 
partners, or if a partner has a loan from the bank 
not guaranteed by the firm so long as it is not 
material to his net worth. Would this principle 
apply to the maintenance of a margin account 
with a brokerage house being audited?
A. The principles stated in the opinion would 
apply to any institution which is in the normal
Voting trend indicates 
acceptance of restated Code
As this issue of The CPA goes to press, 
voting on the referendum ballot covering 
the restated Code of Professional Ethics 
shows that 93 per cent of the members 
voting favor the restatement. On the 
basis of these partial returns— voting 
will not be completed till January 15—  
it appears that the two-thirds majority 
requirement of the present bylaws will 
be met and that the revised Code will be 
approved by the membership.
10
business of lending money. In the case of broker­
age houses, margin accounts are normal transac­
tions for the house, are regulated by the federal 
government and are secured transactions. Thus, 
they are on the same footing as "other secured 
loans arising out of the bank’s normal lending 
procedures.”
Q. May a CPA who audits a local charity 
permit an employee to serve the charity as treas­
urer without impairing the firm’s independence?
A. Although the examples in Rule 1.01 of 
the Code of Professional Ethics refer only to 
partners, the intent of the rule was not to per­
mit employees to develop client relationships 
which would create appearance problems. A 
member has the responsibility of assessing all 
relationships with a client to decide whether a 
third party having knowledge of all the facts 
would consider him to be independent. Even 
though the firm’s employee serving as treasurer 
is not a key employee and would not be asso­
ciated with the audit, the firm would appear to 
be lacking in independence.
Q . The senior partner of a firm bearing his
name retires but is available for consulting serv­
ices to the firm. He has a financial interest in a 
prospective audit client and is a member of its 
board. May his name appear on the firm’s letter­
head and, if so, how should it be shown?
A. Ethics Opinion No. 16 provides that a re­
tired partner who is not independent should not 
be held out as being associated with his former 
partnership. While in this case association is un­
avoidable because his name appears in the firm 
name, he should not be shown on the letterhead 
as a consultant.
Q . May a nonpracticing member who has 
been elected vice president and director of an 
investment company permit the company to pub­
lish a newspaper "card” concerning his election 
which includes his CPA title?
A. Rule 3.01 of the Code of Professional 
Ethics would not prohibit the inclusion of the 
member’s CPA title in a newspaper "card” since 
he is not in the practice of public accounting or 
engaged in an occupation in which he renders 
services of a type performed by public account­
ants.
t h e  C P A  JA N U A R Y  1973
The CPA is the membership bulletin of the Ameri­
can Institute of Certified Public Accountants, Inc. 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Second-class postage paid at New York, N. Y.
FEBRUARY 1973
“Accounting is a weapon against poverty. . .  
and we strive to put this weapon in the hands of those who need it most.”
Members vote to accept revision of the Code of Professional Ethics
The mail ballot of AICPA members, completed on January 15, 1973, has 
resulted in the adoption of the restated Code of Professional Ethics. The 
final count maintained the 93 percent lead reported in last month’s CPA 
(p. 9 ) , which is well above the two-thirds majority requirement of the pres­
ent bylaws. Of the 34,222 members voting, 31,906 were in favor of the re­
statement while 2,316 were opposed.
The effective date of the new Code is March 1, 1973 (see page 3).
Four members are named to Financial Accounting Standards Board
Last month four CPAs were appointed to serve on the Financial Accounting 
Standards Board, the full-time seven-man independent body that will replace 
the AICPA’s Accounting Principles Board in establishing accounting rules 
for corporate financial reporting. The new FASB members, all of whom are 
required to sever their current professional and business associations before 
serving on the board, are listed below. The dates in parentheses refer to the 
expiration dates of their appointments.
• Donald J. Kirk, 40, of Connecticut, a partner in the New York office of 
Price Waterhouse & Co. Mr. Kirk is a graduate of Yale University and has an 
M.B.A. degree from New York University (1976).
• John W. Queenan, 67, of Connecticut, a retired managing partner of 
Haskins & Sells and, until last month, a member of the U.S. Price Commission. 
Mr. Queenan is a graduate of the University of Illinois and a former Institute 
president (1975).
• Walter P. Schuetze, 40, of California, a partner in the Los Angeles office 
of Peat, Marwick, Mitchell & Co. He is a graduate of The University of 
Texas (1978).
• Robert T. Sprouse, 51, of California, professor of accounting in the 
Graduate School of Business at Stanford University. A graduate of San Diego 
State College, he holds a master’s degree and doctorate from the University 
of Minnesota (1975 ) .
Marshall S. Armstrong, a past Institute president, was named board chair­
man last October ( The CPA, Nov.72, p.5).
The new board members will take up their duties at FASB headquarters in 
High Ridge Park, Stamford, Connecticut, on March 1. Michael A. Pinto, 
formerly director of the AICPA international practice division, has been 
appointed FASB director of administration, and J. T. Ball, formerly AICPA 
research associate for accounting interpretations, has been named senior tech­
nical adviser to the chairman of the new board.
Ralph E. Kent, president of the Financial Accounting Foundation, said that 
the final two FASB members would probably be named this month.
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stake in this effort. So has enlightened business
By Winston Brooke, CPA
Brooke & Freeman, Anniston, Alabama 
Chairman of the Board of Trustees of the A c­
counting Research Association, Inc.
Few documents have had a more electrifying 
effect on the accounting profession than a little 
booklet with the drab title, "Establishing Finan­
cial Accounting Standards.”
That document is better known as the "W heat 
Report” after the chairman of the study group, 
former SEC Commissioner Francis Wheat.
As you will recall, its major recommendation 
was for the creation of a full-time paid board—  
the Financial Accounting Standards Board—  
composed of seven individuals who are well 
versed in the problems of financial reporting, 
with a majority being CPAs drawn from public 
practice.
In the concluding section of its report, the 
study group made these observations:
"The recent past has been marked by conten­
tion approaching rancor among those outside 
the government who are involved in the finan­
cial reporting process. Such a state of affairs can­
not continue. Either the contending forces must 
find common ground for cooperation or the op­
portunity to cooperate will be lost. W e have at­
tempted to suggest such a common ground. . . .
"Public interest in business and in informa­
tive financial reporting by business has expanded 
greatly since 1959, when the Accounting Prin­
ciples Board came into being. At that time, the 
accounting profession recognized, in the words 
of the special committee on research program, 
a responsibility 'to narrow the areas of differ­
ence and inconsistency in practice.’ Many ac­
counting problems of long standing remain to be 
dealt with. New and extremely difficult prob­
lems are constantly arising in the wake of inno­
vative business techniques. In our judgment, a 
major new effort to solve these problems is re­
quired. The accounting profession has a vital
management.
"The tasks facing a full-time standards board 
would be formidable. Its maintenance would in­
volve an out-of-pocket cost substantially greater 
than that of the present APB. However, accept­
ance of a challenge of this sort is in the Ameri­
can tradition. A practicing accountant who has 
been a leader of the profession told the study 
group that the CPA 'assumes as his ultimate 
client the general public.’ W e do not minimize 
the difficulties attending such a responsibility. 
It requires the strongest possible underpinning. 
W e hope that the sort of standards board we 
have recommended may be able to supply that 
underpinning.”
The report was issued on March 29, 1972. 
Within a few short weeks, the policy-making 
bodies of each of the organizations requested to 
take part in this "major new effort” had en­
dorsed it: the AICPA, the Financial Executives 
Institute, the National Association of Account­
ants, the American Accounting Association and 
the Financial Analysts Federation.
The task of implementing the report was also 
promptly begun. The legal instruments to create 
the new standard-setting machinery were pre­
pared ; a booklet setting ( continued on page 4 )
New location of Washington office
As a result of the expansion of the 
AlCPA’s activities in the area of gov­
ernment relations (The CPA, Nov.72, 
p.3), the Institute’s Washington office 
moved last month into larger quarters. 
The new address and telephone number 
are:
American Institute of CPAs 
1620 Eye Street, N. W.
Washington, D. C. 20006 
Telephone: 202-872-8190
Editor: Barbara J. Shildneck 
Production Assistant: Linda G. Schreiber
The CPA, February 1973. Published monthly, except July- 
August when bimonthly, for membership of the AICPA, Inc. 
Vol. 53, No. 2. Publication and editorial office: 666 Fifth 
Ave., New York, N. Y. 10019. Second-class postage paid at 
New York, N. Y.
Changes in new Ethics Code may affect financial world and state societies
The approval of the restated Code of Profes­
sional Ethics by the Institute’s membership last 
month has far-reaching implications for the pro­
fession— not only for the membership itself but 
also for the financial community at large and for 
the state CPA organizations.
The public’s growing interest in the CPA’s 
responsibilities was evident in the Wall Street 
Journal and N ew  York Times reports of the 
Code’s adoption. Both papers emphasized Rule 
203, which requires that members follow ac­
counting principles set by the rule-making body 
designated by the Institute. The rule also permits 
departures from such principles where, due to 
unusual circumstances, their application would 
result in misleading financial statements. When 
such departures are appropriate, full disclosure 
must be made of the reasons why compliance 
with the principle would produce misleading 
results.
Adoption of the Institute’s new Ethics Code 
may also affect the standards of ethical behavior 
promulgated by the state CPA societies and state 
accountancy boards. In the past, many of these 
bodies have modified their own codes, where ap­
propriate, to conform with the AICPA Code.
Starting March 1, 1973, Institute members 
will be required to comply with the Rules of 
Conduct section of the new Code. Some provi­
sions are new, while others are restatements and 
elaborations of prior rules, opinions and infor­
mal interpretations of the ethics division. The 
major differences between the present and for­
mer Codes were explained in the background 
information pamphlet mailed to members in 
November along with the referendum ballot; 
highlights of these differences follow:
• New sections on definitions and on applica­
bility of rules.
• New additions to the old rule on independ­
ence. New Rule 101 incorporates the major pro­
visions of former Rule 1.01 and adds some other 
conditions which will impair independence.
• New rules on integrity and objectivity 
(Rule 102) and on competence (Rule 201). 
Rule 102 stresses that a member must act truth­
fully and objectively when he performs profes­
sional services and he shall not subordinate his 
judgment to others. Rule 201 provides that a 
member should not undertake any engagement 
which he or his firm cannot reasonably expect
to complete with professional competence.
• New rules on auditing standards and ac­
counting principles. The former Code made no 
mention of generally accepted auditing stand­
ards or APB Opinions. New Rule 202 requires 
adherence to generally accepted auditing stand­
ards (GAAS) and clarifies the enforceability of 
Statements on Auditing Procedure. New Rule 
203 was described above.
• A restatement and elaboration of the for­
mer rule on confidential client information. New 
Rule 301 clarifies the purpose of the rule and il­
lustrates circumstances in which it would not 
apply.
• A combination and restatement of the for­
mer rules on encroachment and referrals. New 
Rule 401 clarifies the propriety of a member’s 
insistence on auditing any subsidiary, branch or 
other component of a client as he deems neces­
sary when expressing an opinion on consolidated 
statements. Rule 401 also provides that, when an 
audit client of another independent public ac­
countant requests a member to provide profes­
sional advice on accounting or auditing matters 
in connection with an expression of an opinion 
on financial statements, the member must first 
consult with the other accountant to be sure he 
is aware of all the available relevant facts.
• A broadening of former Rule 5.03 to re­
quire notice to a practitioner-employer of offers 
of employment made on behalf of a client (new 
Rule 402).
• A combination of former Rules 3.01 on ad­
vertising and 3.02 on solicitation (new Rule 
502).
• A restatement of the old rule on commis­
sions. New Rule 503 prohibits payment of a 
commission to anyone to obtain a client and re­
ceipt of a commission from anyone for referral 
to a client of products or services of others.
• A restatement of the former rule on in­
compatible occupations (new Rule 504).
• A combination of the former rules on form 
of practice and name (new Rule 505).
The new Code does not contain a rule against 
competitive bidding because Rule 3.03 of the 
former Code was declared null and void and the 
Institute was enjoined from adopting a similar 
rule by a federal court in a civil antitrust suit 
brought by the U.S. against the Institute ( The  
CPA, July-Aug.72, pp.13-15).
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forth its operating procedures was developed
and widely circulated; a search was launched
for members of the full-time board—with the
first selection being Marshall Armstrong as
chairman.*
In addition, the trustees of the Financial Ac­
counting Foundation, who will provide over-all 
guidance to the new enterprise, devoted a sub­
stantial amount of time to the key issue of 
financing.
They have sought—and received—a commit­
ment from the Institute to raise $2 million a year 
for five years from the public accounting profes­
sion. The other interested organizations have 
agreed to raise a comparable amount from the 
business, financial and educational communities.
In appraising the significance of this new ven­
ture, it would be well to remember another ob­
servation made by the Wheat Study Group.
It commended its report to "all who think it 
important to improve financial reporting meth­
ods and to increase public confidence in financial 
information provided to stockholders and 
others. As an American Accounting Association 
report on this subject said last year, 'while it is 
too much to say that the survival of the free en­
terprise system depends upon improvements in 
present methods of financial reporting, it is not 
too much to say that it can never reach its full
* After this was written, four other CPAs were named 
to the FASB (see story on page 1).
potential without them.’ We share that view and 
hope that our recommendations will contribute 
to that goal.”
The attainment of that goal will depend, of 
course, on a number of factors: the quality of the 
new board’s performance, the creative involve­
ment of responsible segments of the private sec­
tor in its work, the provision of thoughtful co­
operation by government agencies and the will­
ingness of both business executives and practi­
tioners to subordinate personal preferences in 
order to achieve a broad base of support for the 
board’s vital mission.
The immediate need, however, is to ensure 
that the new enterprise is adequately financed.
This is a responsibility which ought to be rec­
ognized by everyone concerned about improving 
financial accounting standards —  and, surely, 
that would include every member of the Institute 
and every practice unit represented in its mem­
bership.
It is an obligation which can be met by joining 
the Accounting Research Association— the ve­
hicle through which funds in support of the 
board’s work will be channeled. The insert on 
the following page includes a convenient mem­
bership application form.
I hope that all of you will respond to this ap­
peal— regarding membership in the ARA, as I 
do, as an investment in an enterprise which is 
certain to have a significant impact on the profes­
sion’s future and thus on the future of each and 
every one of us.
Statistics show steady gains in 
AICPA and state society membership
According to the latest statistics com­
piled by the American Institute, total 
membership in the A ICPA for the fiscal 
year ending August 31, 1972, had in­
creased by 7,913 to 88,168, and mem­
bership in state societies had grown by 
6,119 to 93,616.
The net membership gains for the Insti­
tute and the state societies in 1970-71 
were 5,842 and 5,511, respectively.
Institute APB administration personnel 
to sta ff accounting standards division
On January 1, 1973, the staff of the Institute’s 
APB administration division was given the re­
sponsibility for providing staff assistance to the 
recently established AICPA accounting stand­
ards division and its executive, planning and 
constituent committees ( The CPA, Nov.72, 
p.3). Staff members will continue to serve the 
Accounting Principles Board until the Financial 
Accounting Standards Board officially replaces 
the APB.
Richard C. Lytle, who was named director- 
accounting standards, will continue his duties 
as administrative director of the APB.
Accounting Research 
Association of the
A m erican  Institute of 
Certified Public Accountants
Helping the profession to meet 
its most critical challenge.
M EM BERSHIP APPLICATION FORM
Please enter the following m embership in the Accounting Research A ssocia­
tion for the 1973 calendar year at the annual dues rate checked below.
N AM E__________________________________________________________________________
(if individual membership)
F IRM ___________________________________________________________________________
A D D R ESS______________________________________________________________________
C ITY____________________________STATE______________________ZIP_______________
ATTENTION O F_________________________________________________________________
(if firm membership)
□  Public accounting firm. □  Dues paym ent enclosed.
□  Individual not in public practice. □  P lease send bill*
NOTE — You can save us billing and administrative costs by enclosing your 
payment. Please make your checks payable to the Accounting Research 
Association.
1973 ANNUAL DUES SCHEDULE (Please check appropriate box.)
Partners Partners Partners
and Staff Dues and Staff Dues and Staff Dues
□  1-3 $25. □  40-59 $1,000. □  500-899 $21,000.
□  4-6 $75. □  60-99 $1,600. □  900-1,299 $33,000.
□  7-9 $120. □  100-199 $3,750. □  1,300-1,699 $52,500.
□  10-19 $225. □  200-299 $6,250. □  1,700 & over $200,000.
□  20-39 $450. □  300-499 $12,000.
□  SOLE PRACTITIONER □  INDIVIDUAL NOT IN PUBLIC
(no professional staff) $25. PRACTICE $25.
*Quarterly billing available on request for amounts in excess of $120.
IM PORTANT — If this is a firm membership, please 
indicate how many copies of the ARA Newsletter you 
want to receive for m em bers of your professional staff. _____________
A M E R I C A N  I N S T I T U T E  O F  C E R T I F I E D  P U B L I C  A C C O U N T A N T S  
666 FIFTH AVEN U E NEW  YORK, N.Y. 11019
Important new publications from the American Institute .
A  practical gu ide  with expert, up-to-date tax a d v ic e ... 
W ORKING WITH THE REVENUE CODE— 1973
EDITED BY MARIO P. BORINI
This guide is filled with hundreds of warnings, tips and techniques of leading 
tax accountants who explain how you can deal more profitably with today’s 
business and individual tax problems. It deals with such areas as computation 
of taxable income . . . corporate distributions and adjustments . . . deferred 
compensation . . . capital gains and losses . . . and many more.
The guide discusses— in concise, down-to-earth language— important and 
difficult provisions of the Code and explains how best to handle potentially 
troublesome tax situations. It also provides practical advice on questions of IRS 
procedure.
All of the material has been selected from the Tax Clinic columns of The 
Tax Adviser on the basis of current pertinence and maximum usefulness. Many 
of the items are new and all are listed according to the Code sections they deal 
with. A complete subject index and case table are provided for easy reference.
Paperbound. List price $6.00
Two new industry gu ides that can sim plify  your 
audit and  report w o r k ... 
AUDITS OF STOCK LIFE INSURANCE COMPANIES
This new industry audit guide offers valuable help in examining and reporting 
on the financial statements of stock life insurance companies. In addition to 
the accounting and reporting practices prescribed or permitted by regulatory 
authorities, the study discusses the differences between regulatory practices and 
generally accepted accounting principles. It then sets forth appropriate guide­
lines for accounting and financial reporting in conformity with GAAP.
The guide also describes various circumstances under which auditors may be 
required to give opinions and provides examples of opinions to be given for 
these circumstances. Paperbound. List price $4.50
Summary of contents: History and general nature of business . . . Investment opera­
tions . .  . Other assets . . . Liabilities . . . Capital and surplus . . . Principles of account­
ing . . . Disclosure requirements . . . Auditors’ reports.
AUDITS OF SAVINGS AND LOAN ASSOCIATIONS
This new industry audit guide, completely revised, provides up-to-date assist­
ance for the independent auditor in examining the financial statements of a 
savings and loan association. The new edition, which gives effect to accounting 
and auditing developments that have occurred since 1962 when the guide was 
last published, discusses current regulations and analyzes their general effect 
upon the policies and practices of associations.
The study reviews proper methods of accounting to be followed for record­
ing major transactions, basic forms of financial statements, and the independent 
auditor’s report. In addition, it presents suggested auditing procedures with 
respect to major accounts. Paperbound. List price $4.00
Summary of contents: Organization and regulation . . . Auditing-general . . . Ac­
counting principles and auditing procedures . . . Application of APB Opinion 23 . . . 
Reporting . . . Illustrative financial statements.
The first two studies in a va luab le  new series
of industry accounting g u id e s ...
ACCOUNTING FOR FRANCHISE FEE REVENUE
This guide defines and clarifies current problems unique to franchise fee ac­
counting and reporting on the financial statements of franchise companies. It 
provides reliable guidelines for the timing of recognizing revenues . . . the 
segregation of various revenues . . . and the association of various costs with 
revenue. In addition, the study offers valuable insights into the nature of the 
franchisor-franchisee relationship and the nature of the franchisor-franchisee 
agreement— information which is vital to thorough and accurate reporting.
Paperbound. List price $2.00
Summary of contents: The Franchise agreement . . . Accounting problems: revenue 
recognition . . . Initial franchise fees . . . Area franchise sales . . . Accounting for costs 
. . . Accounting for reacquired franchises . . . Disclosure . . . Change in accounting.
ACCOUNTING FOR RETAIL LAND SALES
The second guide in this new series offers practical assistance in examining and 
reporting on financial statements of retail land sales companies. In addition to 
general, up-to-date information on current operations in this industry, the guide 
provides complete guidelines for proper income and revenue recognition.
The study describes in detail procedures for both the accrual and installment 
methods for recording income and explains under what conditions each should 
be used. Extensive illustrations of many of the methods and procedures dis­
cussed are also included. Paperbound. List price $2.00
Summary of contents: Nature of business activity . . . Timing of revenue and income 
recognition . . . Accounting methods for recording income . . . Deposit accounting . . . 
Future performance costs . . . Costs to be capitalized . . . Cost allocation methods . . . 
Disclosure.
DISCOUNT ORDER FORM /  FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid, the new publications listed below, at the AICPA 
member discount prices shown. Payment is enclosed.
______W orking With the Revenue Code— 1973 (075736) $4.80
______Audits of Stock Life Insurance Companies (013301) $3.60
_____ _Audits of Savings and Loan Associations (012510) $3.20
_____  Accounting for Franchise Fee Revenue (062007) $1.60*
_____  Accounting for Retail Land Sales (062011) $1.60*
MEMBER’S NAME__________________________________________________ ___________________
FIRM__________________________________________________________ ___ _____________________
(if  part of mailing address)
ADDRESS_________________________________________________________________
CITY______________________________STATE_________________________ Z IP________________
*List price $2.00 each. AICPA member discount prices shown are applicable only 
if total order is $2.50 or more.
Please add 7 percent sales tax in New York City. Elsewhere in 10120
New York State, add 4 percent state tax plus local tax if applicable.
Program set for computer conference
"The SEC, the CPA and Independence in an 
EDP Environment,” "The Future of EDP Audit­
ing—What’s Ahead?” and "Legal Considera­
tions With Respect to EDP” are among the gen­
eral session talks and panel discussions scheduled 
for presentation at the Ninth Annual AICPA 
Conference on Computers and Information Sys­
tems. The meeting will take place May 21-23 at 
the Waldorf-Astoria Hotel in New York City.
The conference is designed for CPAs who are 
currently involved with any aspect of EDP or 
who are considering such involvement. Program 
highlights and a registration form will be in­
cluded as an insert in the March CPA.
Two members are expelled from Institute
In recent decisions of sub-boards of the Insti­
tute’s Trial Board, two members have been 
expelled.
•  A sub-board of the Institute’s Trial Board 
met in Dallas, Texas, to consider charges of the 
ethics committee that Goodrich Cleaver of Fort 
Worth, Texas, had violated Rules 2.02 (c) and 
(d) of the Institute’s Code of Professional Ethics 
in connection with his examination and report 
on a client’s financial statements in that he was 
materially negligent in the conduct of his exami­
nation and in making his report, and that he 
failed to acquire sufficient information to war­
rant the expression of his opinion.
Mr. Cleaver was present at the hearing and 
was assisted by counsel of his own choice. After 
considering the ethics committee's evidence and 
the respondent’s case, the sub-board found that 
the respondent was guilty as charged and de­
cided that he should be expelled from member­
ship in the Institute. No request for review of the 
decision was filed.
•  A sub-board of the Institute’s Trial Board 
met in Denver, Colorado, and found that Phil­
lip E. Corey of Canon City, Colorado, had been 
convicted of a crime involving moral turpitude. 
The sub-board also found that he had violated 
Rule 1.02 of the Institute’s Code of Professional 
Ethics in committing an act discreditable to the 
profession by unlawfully converting to his own 
use substantial monies which were the property 
of others by means of forgeries and the mainte­
nance of improper bank accounts.
Mr. Corey did not appear at the sub-board
hearing although he was notified of the sched­
uling of the hearing in compliance with the by­
laws.
The sub-board found that he was guilty of 
the violations of the Code of Professional Ethics 
as charged by the ethics committee, and that he 
should be expelled from membership in the In­
stitute. No request for a review of the decision 
was filed, and the decision became effective on 
October 2 ,  1972.
E d . N o t e : The sub-board in each case decides 
whether the name of the respondent shall be 
published in The CPA.
Ethics committee answers members' queries
CL A CPA left public accounting and is an 
employee of Corporation A whose entire stock 
is owned equally by three brothers who have also 
formed an equal partnership which has a 19 per­
cent stock ownership in a development company. 
Could the CPA express an independent opinion 
on the financial statements of the development 
company?
A . A CPA could not be considered independ­
ent in making an audit of an enterprise in which 
his employers have substantial ownership and 
active management participation. In any exami­
nation conducted under such circumstances, the 
employee would be subject to considerable con­
straint, and his employers would be in a position 
to heavily influence any opinion he might 
express.
Q . May the wife of a practitioner be em­
ployed as a bookkeeper with no impairment of 
her husband’s independence in connection with 
his audit of her employer’s financial statements?
A. The committee ruled previously that the 
performance of writeup work by the auditor 
would not necessarily impair his independence. 
It therefore concluded that the wife of a practi­
tioner may function as a bookkeeper with no 
impairment of independence in connection with 
her husband’s audit of her employer’s financial 
statements. Under circumstances, however, when 
the bookkeeper’s scope of responsibilities, or ac­
tivities, extends beyond the bookkeeping func­
tion into areas of accounting or management 
decisions, the question of her husband’s inde­
pendence may be justifiably raised.
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AICPA scholarships for minority accounting students established in seven southwest schools
Grants totaling $50,000 have been given to 
seven colleges and universities in southwestern 
United States in order to make possible scholar­
ships for needy and high-potential minority ac­
counting majors. The trustees of the AICPA 
Foundation authorized the grants from the Ac­
counting Education Fund for Disadvantaged 
Students, which has been raised through contri­
butions from Institute members and from an in­
creasing number of corporations. The trustees’ 
action followed a recommendation of the Insti­
tute’s committee on minority recruitment and 
equal opportunity, which conducted a study of 
problems of recruiting more of the Spanish-sur­
named minority to the profession. The study 
showed that there are now only about 300 Span­
ish-surnamed CPAs in the United States.
All of the schools receiving these grants are 
located in areas with a substantial Spanish-sur­
named population and, in some cases, other 
minority groups as well. A list of the recipients, 
with amounts (to be granted over a three-year 
period), follows:
Arizona State University, Tempe $ 5,000 
California State College at Los Angeles 10,000 
Pan American University, Edinburg 10,000 
San Diego State College 5,000
San Jose State College 5,000
University of New Mexico,
Albuquerque 5,000
University of Texas at Austin 10,000
To date, the major grants for scholarships 
made possible by the AEFDS have been $50,000 
each to five traditionally black schools: Florida 
A&M University, Howard University, North 
Carolina Central University, Southern University 
in Baton Rouge and Virginia State College (see 
earlier stories published in The C P A : Jan.71, 
p.4; Feb.71, p.3; July-Aug.71, p.5).
New Mexico Highlands University has re­
ceived a pilot grant of $3,000 which makes pos­
sible recruiting and tuition-support of talented 
freshmen who have access to federal or state 
funds when they become upperclassmen ( The  
CPA, Mar.72, p .4 ).
To date, the Institute’s committee has made 
awards to individuals in 35 schools, based on the 
committee’s appraisal of the need and talent of 
the applicants (see next column).
Lincoln J. Harrison, 1971-72 chairman of the
committee, has noted that awarding scholarships 
to many individuals "has reverberations on many 
campuses. The scholarships . . .  help . . .  demon­
strate the sincerity of the profession’s commit­
ment to integrate,” and thus can help to attract 
other talented minority students to accounting.
Where minority students hold 
AICPA scholarships
(Numbers in parentheses indicate the
number of scholarships if more than one)
A&T College of North Carolina (4) 
Alabama A&M University (2)
Atlanta University 
Bishop College 
Bronx Community College 
California State College at 
Los Angeles 
Central State University 
Delaware State College (2)
Dillard University 
Florida Memorial College 
Fort Valley State College (3) 
Grambling College (2)
Hofstra University 
Long Island University 
Millsaps College
Mississippi Valley State College (2) 
Morgan State College (2)
Norfolk State College 
Pace College
Pennsylvania State University (2) 
Roosevelt University 
St. Edward's University 
Seton Hall University 
Texas A&I University (2)
Texas Southern University (2) 
University of Albuquerque 
University of California at Berkeley 
University of Maryland 
University of Miami 
University of Northern Colorado (2) 
University of Southern Mississippi 
University of Texas at Austin 
University o f Texas at El Paso 
Virginia Union University (4)
Wittenburg University
10
11
Institute restructures PD 
general sta ff training program
Streamlined versions of the general staff train­
ing programs offered by the Institute’s profes­
sional development division will be available for 
presentation throughout the country this spring. 
The recent realignment of the accounting and 
auditing training programs is summarized as 
follows:
• Level I has been reduced from a two-week 
(80 hours) to a one-week (40 hours) offering. 
Sections have been added on write-up work and 
on completing the engagement, and the sections 
on cash and inventory have been revised. Certain 
sections, e.g., the multiple-business problem, 
toastmaster sessions, workpaper case studies and 
principles of taxation, have been excised. This 
revamped program has been designed for staff 
personnel who have experienced at least one 
busy season with their firms.
• Level II has been updated and renamed 
"Beginning In-Charge Training.”
• Level III, which has been renamed "In- 
Charge Training,” is a consolidation of the for­
mer Levels III and IV programs. Materials de­
leted from these two programs may be covered 
in short-term seminars, individual study pro­
grams and on-the-job training.
• "Orientation to Public Accounting” is a 
new training program designed for the staff ac­
countant who has recently begun his first public 
accounting job. Materials include an audio cas­
sette and a manual that gives an overview of an 
audit and a discussion of some of the problems 
the inexperienced accountant might encounter 
on his first few assignments. The two-day pro­
gram also includes traditional cases, examples 
and lectures.
The dates and locations scheduled for each 
of these training programs from April 30 
through August are shown below.
ORIENTATION TO PUBLIC ACCOUNTING $100
June 15-16 Albuquerque, N.M.
June 25-26 New York, N.Y.
June 25-26 Pittsburgh, Pa.
June 28-29 Hot Springs, Ark.
June 28-29 Atlanta, Ga.
July 6-7 Hartford, Conn.
July 9-10 Philadelphia, Pa.
July 9-10 
July 12-13 
July 16-17 
July 19-20 
July 23-24 
August 16-17 
August 16-17
Nashville, Tenn. 
Seattle, Wash. 
Dallas, Texas 
Clemson, S.C. 
Cleveland, Ohio 
Birmingham, Ala. 
Denver, Colo.
STAFF TRAINING PROGRAM— LEVEL I $275
June 11-15 
July 9-13 
July 9-13 
July 16-20 
July 30-August 3 
August 6-10 
August 6-10 
August 6-10 
August 6-10 
August 6-10 
August 13-17 
August 20-24 
August 20-24
Charlottesville, Va. 
Los Angeles, Calif. 
Amherst, Mass. 
Stone Mountain, Ga. 
Duluth, Minn. 
Denver, Colo. 
Dayton, Ohio 
New Orleans, La. 
Hattiesburg, Miss. 
Philadelphia, Pa. 
Houston, Texas 
Peoria, Ill. (AICPA) 
Seattle, Wash.
STAFF TRAINING
M ay 7-11 
June 11-15 
June 18-22 
June 25-29 
June 25-29 
July 9-13 
July 16-20 
July 16-20 
July 22-27 
August 6-10 
August 6-10 
August 13-17 
August 13-17 
August 27-31
PROGRAM— LEVEL II $275
Philadelphia, Pa. 
Clemson, S.C. 
Baltimore, Md. 
St. Paul, Minn. 
Seattle, Wash. 
San Antonio, Texas 
Boulder, Colo. 
Amherst, Mass. 
Stone Mountain, Ga. 
Santa Barbara, Calif. 
Philadelphia, Pa. 
Dayton, Ohio 
Zion, Ill. 
North Little Rock, Ark.
STAFF TRAINING PROGRAM— LEVEL III $275
April 30-May 
M ay 21-25 
June 25-29 
July 9-13 
July 16-20 
July 16-20 
July 23-27 
August 13-17 
August 13-17
Jackson, Miss. 
Lake Tahoe, Nev. 
Boulder, Colo. 
Amherst, Mass.
Zion, Ill. 
Pittsburgh, Pa. 
Seattle, Wash.
Dayton, Ohio 
Onamia, Minn.
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New AICPA committee to study the nature and scope of accounting practice
In an effort to define what AICPA President 
LeRoy Layton has termed "the rationale for, or 
the professional commonality of, the various 
services performed by accounting firms” (The  
CPA, Nov.72, p.9), the Institute last month ap­
pointed an ad hoc committee on the scope of 
practice.
The committee was formed to assess the im­
plications for the profession of a number of 
developments that could affect the nature and 
scope of accounting practice over the next dec­
ade. These developments include the current 
explorations by the Securities and Exchange 
Commission into the issue of forecasting; the 
references in the SEC report on Penn Central to 
an expanded role for auditors in appraising the 
economic viability of an enterprise; the continu­
ing questions about the propriety of some of the 
management advisory services performed by 
auditors; the establishment of audit standards 
by the General Accounting Office that are di­
rected toward evaluations of the effectiveness 
of tax-funded government programs in terms 
of their objectives; and the demands for some 
form of reporting by corporations on their per­
formance in meeting their social responsibilities.
The members of the committee, chaired by 
AICPA Past President Louis M. Kessler, Alex­
ander Grant & Company in Chicago, are:
• William T. Barnes, Lybrand, Ross Bros. & 
Montgomery, Washington, D.C.
• Donald H. Chapin, Arthur Young & Com­
pany, New York City.
• Clifford E. Graese, Peat, Marwick, Mitchell 
& Co., New York City.
• Donald C. Jensen, Ernst & Ernst, Colum­
bus, Ohio.
• William J. Mueller, Arthur Andersen & 
Co., Chicago.
• William L. Raby, Laventhol Krekstein 
Horwath & Horwath, Phoenix, Arizona.
• James E. Seitz, Touche Ross & Co., San 
Francisco.
• Charles G. Steele, Haskins & Sells, Chicago.
• Marvin L. Stone, Stone, Gray and Com­
pany, Denver, Colorado.
• Thomas H. Williams, California State Uni­
versity at San Jose.
• John W. Zick, Price Waterhouse & Co., 
Chicago.
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“Accounting is a weapon against poverty. . .  
and we strive to put this weapon in the hands of those who need it most.”
Highlights of the Board of Directors meeting
At its meeting in New York City on February 22, the AICPA Board of Direc­
tors reviewed the proposed revision of the Institute’s bylaws and authorized a 
subcommittee to make further modifications in the current draft prior to its 
submission to the May Council meeting for action (the story below describes 
the main features of the proposal).
In other actions the Board:
• Approved a resolution to be presented to Council recognizing the Finan­
cial Accounting Standards Board as the body authorized to establish account­
ing principles (as contemplated in Rule 203 of the restated Code of Profes­
sional Ethics) and to grant senior committee status to the executive committee 
of the new AICPA accounting standards division.
• Authorized AICPA representatives to advance a number of recommen­
dations to expand the role of the International Coordination Committee for 
the Accountancy Profession. ICCAP is the multinational committee estab­
lished at the Tenth International Congress of Accountants last fall in Sydney, 
Australia.
• Authorized Institute participation in the establishment of an Interna­
tional Accounting Standards Committee which would formulate and seek to 
gain general acceptance of basic international standards in accounting, audit­
ing and financial reporting.
Proposed bylaws revision to be on Council agenda in May
On May 7-9 Council members meeting in Colorado Springs will consider a 
proposed revision of the Institute’s bylaws. If approved by Council, the revi­
sion will be discussed at the annual meeting next fall and submitted to the 
membership for a mail ballot shortly thereafter.
The revision resulted from a request of the Board of Directors several years 
ago that the planning and finance committee review suggestions for adminis­
trative simplification advanced by the committee on structure, past presidents, 
Institute committees and other interested parties. In addition, the committee 
was asked to develop amendments to the bylaws to reflect policy positions 
adopted by Council since the last revision more than four years ago and to 
suggest any further changes which would be necessary to enable the Institute, 
in consultation with the state societies, to formulate and implement a program 
for eliminating duplication in the profession’s disciplinary effort.
The draft was reviewed at several meetings of the planning and finance 
committee last year and the Board, at its December meeting, authorized ex­
posure of the draft to Council. ( continued on page 3)
2November CPA examination 
again sets new records
Continuing a trend of the last several 
years, the November 1972 Uniform 
CPA Examination set new highs for both 
the number of candidates and the num­
ber of papers written. There were 30,­
129 candidates taking the examination 
and they wrote a total of 108,913 pa­
pers. The previous records, which were 
set by the November 1971 examina­
tion, totaled 28,788 candidates and 
104,480 papers. The number of candi­
dates increased 4.7 percent over the 
previous year, while the number of pa­
pers increased 4.2 percent.
Honor roll states, those with passing 
percentages in all subjects at or greater 
than the national average, are: Ari­
zona, California, Colorado, Connecti­
cut, Hawaii, Illinois, Iowa, Minnesota, 
Missouri, Ohio, Virginia and Wisconsin.
Institute awards 14 scholarships 
to minority accounting students
The AICPA committee on minority recruit­
ment and equal opportunity has awarded schol­
arships valued at $8,250 to 14 minority account­
ing students in 13 colleges.
The committee makes these awards twice a 
year, evaluating applications in terms of finan­
cial need and academic ability. This spring’s 
award winners attend Bronx Community Col­
lege, Central State University, Delaware State 
College, Fort Valley State College, Hofstra, 
Long Island University, Mississippi Valley State 
College, Norfolk State College, North Carolina 
A&T State University, Roosevelt University, 
Texas Southern University, University of Mary­
land and Virginia Union University.
Minority accounting majors attending any 
college that has not received an AICPA grant 
may apply directly to the Institute’s committee
for a scholarship. Those attending any of the 
colleges that have received grants should make 
inquiries and apply through the heads of the 
accounting departments.
The committee has found that grants put 
schools in a good position to recruit talent for 
accounting; often the colleges discover high- 
aptitude high school graduates who could not 
afford higher education at all without financial 
aid. On the other hand, the awards made by the 
committee directly to students have reverbera­
tions on many campuses. They not only help 
needy individuals through college but they also 
demonstrate nationally the profession’s commit­
ment to integrate.
AICPA issues codification of SAPs
A codification of Statements on Auditing Pro­
cedure Nos. 33 through 54 is now available from 
the American Institute. Issued as the first in a 
new series of pronouncements called Statements 
on Auditing Standards, the "Codification of Au­
diting Standards and Procedures” incorporates 
—and supersedes— all the substantive material 
covered in those SAPs.
In order to avoid any possible uncertainty or 
confusion regarding the authority of SAS No. 1, 
the 1971-72 committee on auditing procedure, 
which approved the codification for publication, 
decided not to reproduce the qualified assents 
and dissents that were included in the original 
Statements.
The new Statement, which is not intended to 
apply to the functions of independent auditors 
insofar as they relate to tax practice and manage­
ment advisory services, includes an index and 
three appendixes. One copy of the Statement 
will be sent free to each member. List price is 
$4.50 ($3.60 to members desiring additional 
copies).
Starting with the 1972-73 fiscal year, auditing 
pronouncements of the Institute will be pub­
lished as Statements on Auditing Standards by 
the executive committee of the AICPA auditing 
standards division.
Editor: Barbara J. Shildneck 
Production Assistant: Linda G. Schreiber
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3Bylaws revision ( from page 1)
One of the proposed changes would establish 
the position of chairman of the Board of Direc­
tors which would be filled by the chief volunteer 
officer of the Institute (currently known as the 
president) and would also establish the office 
of vice chairman, who would be the chairman- 
nominee of the Board. It would also designate 
the senior full-time staff employee (now the 
executive vice president) as president.
Other principal features of the proposed re­
vision would:
• Eliminate the requirement of two years of 
experience for admission to the Institute. This 
would make the bylaws consistent with a resolu­
tion adopted by Council in 1969 recommending 
that there be no experience requirement for CPA 
candidates whose degree programs cover the 
common body of knowledge ( The CPA, June69, 
pp.4, 24).
• Eliminate mail balloting for seats on Coun­
cil in state elections where no independent nom­
inations have been submitted by 20 members.
• Provide sufficient flexibility to accommo­
date possible realignment of responsibility in 
the profession’s disciplinary structure. (The 
AICPA division of professional ethics has under 
consideration a program designed to reduce du­
plication in the disciplinary activities of the In­
stitute, state CPA societies and state boards of 
accountancy. For example, one proposal would 
delegate the responsibility for the investigation 
of complaints to state societies; another provides 
for disciplinary hearings to be conducted by a 
Trial Board composed of AICPA and state so­
ciety representatives whose decisions would 
affect both Institute and state society member­
ship, based on their respective codes of ethics.
Sybil C. Mobley, professor of accounting 
a t Florida A&M University and  a 
member of the Institute’s committee on 
minority recruitment and equal opportu­
nity, talks about the advan tages of an 
accounting ca reer to a few of the many 
minority Merit Scholarship winners in 
the New York a re a  who a ttended  a 
banquet hosted by Florida A&M and  the 
N ational Association of Black Account­
ants and  sponsored by a number of 
accounting firms and  corporations. Be­
cause of its g ran t from the Institute’s 
Accounting Education Fund, the Univer­
sity is in a  position to aw ard accounting 
scholarships as attractive bait for talent.
The proposed bylaw provision would permit im­
plementation of such a program without addi­
tional amendment of the bylaws if the ethics 
division’s proposals are accepted within the 
profession.)
• Authorize the Board of Directors between 
meetings of Council to make budgetary revisions 
in expenditures, in total, within the limit of 5 
percent of budgeted revenues from all sources.
• Authorize the Trial Board to require mem­
bers who have been found to have violated tech­
nical standards to attend specified professional 
development courses.
• Authorize the ethics committee to admin­
ister an unpublished administrative censure 
where it determines that a violation of the Code 
or bylaws is not of sufficient gravity to warrant 
referral to the Trial Board.
• Authorize the ethics committee, in cases 
involving technical standards, to impose an ad­
ministrative alternative of an educational nature 
by requiring attendance at professional develop­
ment courses in lieu of referral to the Trial Board.
In response to comments on the proposed by­
law revisions resulting from the exposure to 
Council members, the Board decided to with­
draw a proposal that the one-year volunteer vice 
presidents be replaced on the Board by members 
serving three-year terms. Also withdrawn was a 
proposal which would have removed the provi­
sions on admission requirements from the by­
laws and authorized the Council to establish 
such requirements.
A proposal to authorize Council to create an 
associate class of membership was also with­
drawn pending consideration by the Board of a 
study relating to the overall organization of the 
Institute.
4Staff reassigned to Washington office
The transfer of the AICPA’s government-re­
lated activities from New York to the new In­
stitute offices in Washington, D. C. ( The CPA, 
Feb.73, p-2), was completed on March 15.
In addition to Gilbert Simonetti, Jr., vice 
president-government relations, the following 
staff members were involved in the relocation:
• Federal taxation division—Joel Forster, di­
rector; Stuart Shaw, manager, special projects.
• Federal technical liaison division—Thomas 
Hanley, director; Woolsey Carmalt, assistant 
director; Lysle Hollenbeck, manager, special 
projects.
• Rosemary Baker, office manager.
Professional development program 
for spring and summer
Following are the AICPA professional de­
velopment programs that have been scheduled 
for April to the end of August. Further infor­
mation may be obtained from the Institute’s PD 
division or from the state societies sponsoring 
the programs.
A description of the AICPA’s restructured 
general staff training programs, which included 
the spring and summer schedule, appeared in 
last month’s CPA (p.11).
A catalogue of dates and locations, giving ex­
planatory material about each offering—includ­
ing nonregional and state society programs— 
will soon be mailed to all members.
AUDITS OF SAVINGS AND LOAN
EDP MANAGEMENT CONTROL
ASSOCIATIONS
May  7-8 
June 26-27 
August 16-17 
August 21 -22 
August 27-28
BANK AUDITING 
M ay 3-4 
M ay 14-15 
July 19-20 
July 26-27 
August 1-2 
August 24-25 
August 30-31
$160
Romulus (Detroit), Mich. 
Indianapolis, Ind. 
Salina, Kans. 
Blacksburg, Va. 
New York, N.Y.
$160
Pittsburgh, Pa. 
New York, N.Y. 
Madison, Wis. 
Houston, Tex. 
Indianapolis, Ind.
Chicago, Ill. 
New Orleans, La.
AND AUDIT 
May 21-24 
June 4-7 
June 12-15 
June 26-29 
July 23-26 
July 30-August 2
Columbus, Ohio 
Philadelphia, Pa. 
Los Angeles, Calif. 
St. Louis, Mo. 
Little Rock, Ark. 
New York, N.Y.
$400
EVERYDAY TAX RESEARCH
NEW YORK— $85; CALIFORNIA— $60
May 21 New York, N.Y.
July 18 Los Angeles, Calif.
August 8 San Francisco, Calif.
FILINGS WITH THE 
April 26-27 
April 30-May 1 
M ay 2-3 
M ay 17-18 
May 24-25 
June 28-29 
August 9-10 
August 28-29
GOING PUBLIC 
April 16 
June 29 
July 24 
August 8 
August 27
SEC $160
San Francisco, Calif. 
New York, N.Y. 
Los Angeles, Calif. 
Philadelphia, Pa. 
Denver, Colo. 
Cambridge, Mass. 
Romulus (Detroit), Mich. 
Saddle Brook, N.J.
$75
New York, N.Y.
Phoenix, Ariz. 
Philadelphia, Pa. 
Romulus (Detroit), Mich. 
Saddle Brook, N.J.
HOW TO APPROACH AND DEVELOP
AN MAS ENGAGEMENT $175
New York, N.Y.July 18-20 
August 1-3 
August 8-10
Denver, Colo. 
Philadelphia, Pa.
HOW TO DEVELOP AND MANAGE A
PROFITABLE PRACTICE $160
May 10-11 Portland, Ore.
M ay 21-22 Philadelphia, Pa.
June 8-9 Albany, N.Y.
June 11-12 Cambridge, Mass.
June 19-20 Sun Valley, Idaho
June 21-22 Reno, Nev. 
July 10-11 White Sulphur Springs, W. Va.
July 12-13 McAfee, N.J.
July 16-17 Troy, Mich.
July 25-26 Wichita, Kans.
July 26-27 Myrtle Beach, S.C.
August 9-10 Brainerd, Minn.
Are you involved in some way with EDP? 
Here is an opportunity to bring yourself up-to-date.
Ninth Annual AICPA 
Conference on Computers and 
Information Systems
WALDORF-ASTORIA HOTEL /  NEW YORK, N.Y. /  MAY 2 1 - 2 3 ,  1 9 7 3
This highly successful program offers important practical benefits to 
every C PA  who is involved with some aspect of EDP . . .  or who may 
become so involved.
The 2 ½-day Conference represents a unique opportunity for you to 
bring yourself up-to-date on the current ‘‘state of the art”— with the help 
of experienced CPAs and experts in related fields, and in the company 
of professional colleagues who share your interests and needs.
In addition to practical sessions dealing with various aspects of 
computers and information systems, the Conference will include informal 
orientation sessions and supplier presentations— two features that have 
been enthusiastically received in the past. And throughout the program, 
there will be provisions for discussion from the floor in connection 
with each of the topics covered.
To supplement the regular program, ample opportunity has been 
provided for informal discussions and associations that have proved 
extremely valuable in the past. And a special program of interest to wives 
is being planned— at no additional ladies' registration fee.
TECHNICAL PROGRAM HIGHLIGHTS
MONDAY, MAY 21, 1973 
The SEC, th e  CPA & In d e p e n d e n c e  in 
a n  EDP E nvironm ent. A panel 
discussion including the Assistant 
Chief A ccountant of the SEC.
A P otpourri o f EDP Topics—  
S om eth ing  fo r E veryone. Roundtable 
discussions including income tax  
return p reparation  . . . mini-computers 
. . .  tim e-sharing . . .  service center 
operation . . . m anagem ent information 
systems . .  . use of audit softw are.
The Future of EDP A ud iting—
W h a t’s A h e a d .
Inform al S essions.
(a) For CPAs considering EDP activities.
(b) For CPAs currently involved in 
EDP activities.
TUESDAY, MAY 22, 1973
Six P ara lle l S essions. (Each session
conducted three times.)
T im e-S haring— Session fo r 
B eg inners.
T im e-S haring— S ession  fo r 
E xperienced  U sers. 
M in i-C om puters.
A ssisting  Your C lient in Insta lling  
a n  EDP System .
M a n a g in g  a  P ractice Using 
C om puters.
F inancia l S im ulation  a n d  
M ode ling .
C oncurren t S upplier P re sen ta tio n s .
H ardw are, software and services. 
(Each presentation is given five times.)
continued on reverse side
9th Annual Conference on Computers and Information Systems
TECHNICAL PROGRAM HIGHLIGHTS (continued)
WEDNESDAY, MAY 23, 1973 
Computers and Legal 
Considerations.
Additional roundtable 
discussions.
Registration Information —  Single registration fee for the Conference is 
$110. The fee for additional registrants from the same firm is $95. This 
fee covers all sessions, materials, luncheons and coffee breaks on all three 
days as well as the reception on Tuesday evening. Hotel accommodations 
and other meals are not included.
Hotel reservations should be sent directly to the Reservations Depart­
ment, The Waldorf-Astoria Hotel, 301 Park Avenue, New York, New York 
10022. Tel. 212 - EL 5 -3000. (Please mention the AICPA Computer Con­
ference.)
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N .Y . 10019
Gentlemen: Please register the persons listed below for the Ninth Annual 
Conference on Computers and Information Systems. W e understand that the 
registration fee covers all sessions as well as materials, coffee breaks, lunch­
eons and the Reception. (Hotel accommodations and other meals are not 
included.) W e are enclosing $110 to cover the first registration plus $95 for 
each additional registration. Payment must accompany all registrations. 
Please make your check payable to AICPA.
PLEASE PRINT OR TYPE
ADDRESS
CITY. STATE. ZIP CODE.
TELEPHONE: AREA CODE NUMBER.
NAMES OF REGISTRANTS
We plan to participate in the following:
□  Special inform al seminar for  
CPAs who are considering EDP ac­
tivities. Monday evening, M ay 21.
□  Special inform al seminar fo r  
CPAs currently involved in EDP ac­
tivities. Monday evening, May 21.
Are you taking advantage of this computer reference service? 
It is available to AICPA members at a 68% discount!
DATAPRO 
70
The A m erican  Institute has a r r a n g e d  to  m ake it possib le  fo r  m em bers 
to  su b sc rib e  to  DATAPRO 7 0  a t  su b stan tia l sav ings— a  6 8 %  d iscoun t 
off th e  p rice  a t  w hich th e  serv ice is reg u la rly  av a ila b le .
This co m p le te , con tinually  u p d a te d  re fe re n c e  should  p ro v e  
in v a lu ab le  a s  an  a id  in —
■ A dvising you r clients on  th e  use o f co m p u te r system s 
a n d  techn iques.
■ S electing  the  m ost su itab le  EDP eq u ip m en t fo r  e a c h  a p p lica tio n .
■ E valuating  th e  claim s a n d  p ro p o sa ls  o f EDP p ro d u c t 
m an u fac tu re rs .
C onven ien tly  o rg a n iz e d  in th re e  lo o se le a f  vo lum es, DATAPRO 7 0  
p la ce s  a t  y o u r fingertip s com prehensive  in fo rm ation  on ev e ry  m ajor 
co m p u te r h a rd w a re  a n d  so ftw are  p ro d u c t cu rren tly  a v a ila b le — plus the  
co m p an ie s  th a t p ro d u c e  them .
In ad d itio n , this un ique serv ice p ro v id es incisive, o b je c tiv e ly -p rep a red  
ev a lu a tio n s  th a t can  help you a n d  you r clients m ake  th e  right decisions 
w ith re sp e c t to  e a c h  d a ta  p rocessing  s ituation .
AICPA m em bers m ay ex am in e  a n d  e v a lu a te  DATAPRO 7 0 — with no 
o b lig a tio n — by  filling ou t a n d  retu rn ing  the  specia l d iscoun t subscrip tion  
form  w hich a p p e a r s  on  th e  reverse  side .
MONTHLY UPDATING KEEPS DATAPRO 70  ALWAYS CURRENT
To insure tim eliness in this field o f fa s t-b re a k in g  ch a n g e , D ATAPRO  7 0  
is k ep t con tinually  cu rren t by  m eans o f m onthly u p d a tin g  supp lem en ts. 
W ith  e a c h  sup p lem en t, you will a lso  receive  th e  un ique DATAPRO  
N E W S C O M , a  m onthly n ew sle tte r th a t sum m arizes a n d  in te rp re ts  th e  
p rio r m o n th ’s p rincipal p ro d u c t h ap p e n in g s .
SEE REVERSE SIDE FOR MORE INFORMATION AND SPECIAL ORDER FORM
DATAPRO 70 is organized info seven major sections—  
each one covering an essential aspect of EDP .. .
1. COMPUTERS. Presents detailed  tw o-part reports on all im portant general- 
purpose com puter systems. The Characteristics Section  of each report provides 
details on all features, prices, contract terms, etc. The M anagem ent Summary 
discusses the com puter’s uses, advan tages and  draw backs to help you make the 
right selection.
2. PERIPHERALS. Describes and  evaluates a  wide range of hardw are devices 
used with com puters— both on-line and  off-line— including communications te r­
minals . . . d a ta  entry systems . . . plug-com patible disk and tap e  drives . . . etc.
3 . SOFTWARE, Includes specifications and  applicability of proprietary software 
packages— including d a ta  m anagem ent systems . . . report generators . . . busi­
ness applications packages . . . compilers . . . sort routines . . . diagnostic pro­
grams . . . etc.
4. SUPPLIERS. Profiles com panies that produce and  market EDP hardw are and 
softw are including history . . . growth . . . product lines . . . earnings . . . marketing 
organization . . .  stability . . . etc.
5 . FEATURE REPORTS. Cover key aspects of EDP hardw are, software and  appli­
cations with extensive illustrations and  com parison charts. Include minicomputers 
. . . small accounting computers . . . optical readers . . . COM recorders . . .d ata  
entry techniques . . .  time-sharing . . .  etc.
6. COMMUNICATIONS REPORTS. Provide guidelines for analyzing communica­
tions needs and selecting suitable terminals and  transmission facilities . . . plus 
com prehensive surveys of communications processors . . . modems . . . voice re­
sponse systems . . . and  other classes of equipm ent.
7. INDEX. DATAPRO’s multi-level functional index system makes it easy for you 
to locate the specific report on any product, com pany or service. The index is up­
d a ted  every month.
D iscoun t Price to  AICPA M e m b e rs  O n ly  —  T hree-volum e se t o f loose- 
le a f  m ateria ls  w ith m onthly u p d a tin g  serv ice fo r  o n e  y e a r —  $ 1 2 5 . 
(Regular p rice  to  n o n m em b ers $ 3 9 0 .)
DISCOUNT SUBSCRIPTION ORDER FORM— FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 10121
666  FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please enter our subscription to DATAPRO 70  for one year a t the 
special discount rate  of $125 . W e understand tha t we will receive the three- 
volume set of materials within a few weeks— and the monthly updating service 
thereafter. If we are not thoroughly p leased  with the service, we may return the 
materials and  be under no further obligation.
□  $125  PAYMENT ENCLOSED (with privilege of refund) □  PLEASE SEND BILL
MEMBER’S NAME____________________________________________________________
FIRM_________________________________________________________________________
(if part of mailing address)
ADDRESS_____________________________________________________________________
CITY___________________________ STATE_____________________ ZIP_______________
N ote  —  DATAPRO 70  is p repared  and published by D atapro Research C orpora­
tion. Nonmembers who are  interested in this service should write to Datapro 
Research Corporation, O ne C orporate Center, Rt. 38, Moorestown, N. J. 0 8 057
9August 9-10 Seven Springs, Pa.
August 13-14 Little Rock, Ark.
August 30-31 Miami, Fla.
LOCAL GOVERNMENT ACCOUNTING
AND AUDITING $760
April 30-May 1 Pittsburgh, Pa.
M ay 7-8 Salt Lake City, Utah
M ay 22-23 Clemson, S.C.
M ay 24-25 Nashville, Tenn.
May 31 -June 1 Mankato, Minn.
May 31 -June 1 Hartford, Conn.
June 1 -2 Honolulu, Hawaii
June 7-8 Kansas City, Mo.
June 7-8 Omaha, Neb.
June 14-15 Atlanta, Ga.
July 12-13 Denver, Colo.
July 19-20 Hershey, Pa.
July 23-24 Montgomery, Ala.
August 6-7 Dallas, Tex.
August 28-29 Milwaukee, Wis.
MANAGEMENT FOR RESULTS $400
M ay 14-18 St. Louis, Mo.
June 18-22 Carson City, Nev.
August 20-24 New York, N.Y.
August 27-31 Atlanta, Ga.
M ANAGING TODAY’S TAX PRACTICE $65
May 10 Miami, Fla.
May 23 Kansas City, Mo.
June 11 Traverse City, Mich.
August 15 Newton, Mass.
August 16 Philadelphia, Pa.
ORIENTATION TO PUBLIC ACCOUNTING $100
June 15-16 Albuquerque, N.M.
June 25-26 New York, N.Y.
June 25-26 Pittsburgh, Pa.
June 28-29 Hot Springs, Ark.
June 28-29 Atlanta, Ga.
July 6-7 Hartford, Conn.
July 9-10 Philadelphia, Pa.
July 9-10 Nashville, Tenn.
July 12-13 Seattle, Wash.
July 16-17 Dallas, Tex.
July 19-20 Clemson, S.C.
July 23-24 Cleveland, Ohio
August 16-17 Birmingham, Ala.
August 16-17 Denver, Colo.
PROBLEMS OF AUDITING AND ADVISING 
CLIENTS CONTRACTING WITH THE
FEDERAL GOVERNMENT $160
May 14-15 Oklahoma City, Okla.
July 17-18 Philadelphia, Pa.
August 2-3 Milwaukee, Wis.
SYSTEMS WORKSHOP FOR
ACCOUNTANTS $160
April 30-May 1 Grand Rapids, Mich.
May 3-4 New York, N.Y.
June 4-5 Nashville, Tenn.
July 9-10 Little Rock, Ark.
July 19-20 Atlanta, Ga.
July 26-27 Des Moines, Iowa
August 2-3 Los Angeles, Calif.
August 9-10 Milwaukee, Wis.
August 16-17 Pittsburgh, Pa.
August 16-17 Jackson, Miss.
WORKSHOP ON CORPORATE
INCOME TAX RETURNS $90
August 16-17 Newton, Mass.
August 23-24 Columbia, S.C.
Annual meeting entertainment—  
Victor Borge’s one-man show
A  concert featuring Victor Borge will be 
one of the entertainment highlights 
of the Institute’s 86th annual meeting 
to be held October 14-15 in Atlanta, 
Georgia. Following the one-man show 
at the Atlanta Convention Complex The­
ater, meeting participants will return to 
the Regency Hyatt House and the M ar­
riott Motor Hotel for a champagne sup­
per and dancing. The evening’s enter­
tainment, which replaces the traditional 
dinner dance, will be the closing event of 
the meeting.
After the opening reception on Sunday, 
the business meeting and technical ses­
sions will take place on Monday and 
Tuesday only. The technical program 
this year has been reduced from the 
usual two and one-half days to two days 
(The CPA, Jan.73, p.2). Additional in­
formation on the meeting will appear in 
future issues of The CPA.
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from the Executive Vice President 
WALLACE E. OLSON
Government and the AICPA: 
partners in public service
Ed. N o t e :  Following are excerpts from a speech 
delivered by Mr. Olson on February 8 before the 
Federal Government Accountants Association in 
Washington, D.C.
I am glad to have this opportunity to meet 
with you because I am convinced that CPAs gen­
erally—whether in government, in industry or 
in public practice, and whether working in this 
country or abroad— are becoming more con­
scious of the responsibilities and obligations 
they have in common; therefore, it is useful that 
we join together to discuss our shared concerns.
At present there are several ways in which 
the American Institute is working to aid the 
government in serving the public interest, and 
I believe there are additional measures we can 
take to continue in that path.
Present Institute programs
In corporations and in governments, good 
decision-making requires good information. As 
the operations of corporations and of govern­
ments have grown, the functions of professional 
accountants have become more vital—not be­
cause CPAs themselves make the decisions in 
government or the private sector but because 
they provide the knowledge without which 
sound and rational decisions could not be made.
Over the past few years there has been a 
marked increase in-calls upon the special skills 
of CPAs from all levels of government. Indeed, 
governments now rank among the largest users 
of accounting services. In response to this de­
velopment, the American Institute has recently 
made two major changes in its internal organi­
zation.
The first of these changes came about be­
cause of the growing number of our commit­
tees dealing with specific agencies of the gov­
ernment and the increasing volume of their 
work. To cope with these conditions, we have 
set up a federal technical liaison division. The 
purpose of this division is to assure orderly co­
ordination of the activities of committees deal­
ing with the government, to determine the one 
or ones most appropriate for responding to a 
given request or problem and to avoid wasteful 
overlap in conferring with congressional com­
mittees, departments in the executive branch 
and the independent agencies.
The new division embraces 26 committees, 
ranging alphabetically from the committee for 
liaison with the Agency for International De­
velopment to the committee for liaison with the 
Small Business Administration.
The other organizational move we have made 
is to name a vice president for government 
relations and to station him in new offices in 
Washington with a staff which will shortly 
number around 20 persons.
One of the oldest bodies of the Institute work­
ing with the government is the division of fed­
eral taxation and its predecessor groups. This 
division, now operating out of New York, will 
move to our Washington office about March 1. 
With our nation’s system of self-assessing in­
come tax and with individual and corporate in­
come taxpayers supplying, between them, some 
60 percent of total government revenues, the 
importance of this Institute division is evident. 
It works with the tax-writing committees of 
Congress, the Treasury Department and the In­
ternal Revenue Service to suggest legislative and 
administrative improvements in our tax systems.
Another government body with which we 
have worked closely for a long time is the Secu­
rities and Exchange Commission. In contacts ex­
tending over nearly 40 years, the Institute has 
not always agreed with the Commission’s posi­
tions on accounting questions, but in the main 
our views have coincided.
An area— and a most significant one— in 
which both CPAs in government and those in 
public practice are involved is the setting of 
accounting standards. As you know, the SEC 
has had statutory authority ever since its estab­
lishment to set standards for companies that 
come within its jurisdiction. But the SEC has 
chosen to let the profession formulate standards, 
which the Commission has then, with few ex­
ceptions, endorsed and required companies to 
observe in their financial reports to the public.
The group of volunteer, unpaid CPAs who 
performed the standard-setting function—that 
is, the American Institute’s Accounting Prin­
ciples Board—will shortly go out of existence.
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In accord with the recommendation of a study 
group headed by Francis Wheat, himself a for­
mer SEC Commissioner, the APB is being re­
placed by the Financial Accounting Standards 
Board, which will be more broadly based than 
the APB and will be composed of full-time 
members.
With accounting standards being set by an 
independent body, the Institute becomes just 
one of many interested parties that will be sub­
mitting comments and testimony to the new en­
tity. Accordingly, a new Institute committee has 
been formed to analyze proposed pronounce­
ments of the FASB, to prepare position papers 
and to represent the profession at the FASB’s 
public hearings; the establishment of this com­
mittee, of course, does not preclude the right 
of individual Institute members of accounting 
firms to present positions of their own.
Projects under consideration
Another factor in the setting of standards for 
corporate financial statements is the Cost Ac­
counting Standards Board created by Congress. 
Its assignment is to set standards for determin­
ing costs under defense contracts, but the Gen­
eral Services Administration has ordered all 
federal agencies to use the CASB standards in 
their dealings with contractors. The Institute 
looks forward to developing constructive ex­
changes of views with the CASB.
In the present age, social and technological 
changes often proceed at a rapid pace and are
far-reaching. Professional people, therefore, 
must keep adding to their knowledge if they are 
to discharge their responsibilities properly.
Your own association has perceived the im­
portance of continuing education, and the 
American Institute has been cooperating with 
you by supplying information on our experi­
ence in this area.
In the Institute we have a very active profes­
sional development division, which prepares 
and presents courses on a wide variety of ac­
counting subjects. We have a number of courses 
on the auditing of entities of various kinds, and 
these, either as they stand or with parts of dif­
ferent ones assembled into a new pattern, could 
well be valuable for government accountants. 
Steps are now being taken to work out means 
for proceeding on this project. In return, your 
organization will undertake to provide the In­
stitute with material for a course on operational 
auditing, to be used both by you and by us.
If this venture proves feasible, I can foresee 
other such exchanges to our mutual advantage 
and at considerable savings over what the costs 
would be if each organization prepared similar 
material separately.
As part of our educational activities we are 
preparing to launch a series of booklets bearing 
the overall title, "Studies in Federal Govern­
ment.” The specific subjects to be covered in 
the series have not been definitely decided, but 
they will likely include such matters as the fed­
eral accounting process, operational auditing
Donita Jo G arner, a  student a t Kentucky 
S tate University, Frankfort, accepts the 
first $ 1 ,000 Armco-AICPA Finance 
Scholarship from Armco Steel represen­
tative William R. Treager. Looking on 
are  Rayford T. Harvey, left, a represen­
tative of Armco, and  Dr. Gus Ridgel, 
chairman of the KSU Departm ent of 
Business and  Economics. Armco will make 
two scholarships for minority accounting 
students availab le next year, and three 
in subsequent years, so that there will 
be one Armco-AICPA Finance scholar 
in each of the th ree upper classes.
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and audits of grant programs. W hile these stud­
ies are intended for the information and instruc­
tion of our own members, they will be available 
to all interested persons.
I strongly hope that in addition to the collab­
orative or parallel activities now going on or 
under discussion, there will be further occasions 
in which the Institute will be cooperating with 
government bodies in the days ahead.
I hope that more Institute members who are 
in government accounting will be elected to our 
Council. I should like to see more of them on 
the many committees through which so much of 
the Institute’s work is accomplished. I can tell 
you, by the way, that a large factor in the deci­
sion to establish one of our newest committees 
— that on social measurement— was the interest 
evinced in this subject by the General Account­
ing Office, one of whose executives is now on 
the committee.
Through such cooperation both the govern­
ment and our profession will continue to have 
the public interest as their chief objective. It 
was Thomas Jefferson who said, "The care of 
human life and happiness is the first and only
legitimate object of good government.” Many 
another philosopher and statesman has echoed 
that declaration. And service to humanity is 
likewise the goal of the public practice of 
accountancy.
AICPA Insurance Trust stands 
at new high
The AICPA Insurance Trust on January 
31, 1973, had over $1.4 billion of 
life insurance in force (with an equal 
amount of accidental death and dis­
memberment benefits), the largest ever 
reported in its 26-year history. This re­
sults from adding a net amount of some 
$200 million of new life insurance so far 
during the current fiscal year.
In February, over $7.8 million was paid 
by the insurance company to the trustee 
as a dividend for the most recently com­
pleted policy year. This is the largest 
dividend ever received.
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“Accounting is a weapon against poverty... 
and we strive to put this weapon in the hands of those who need it most.”
Derieux nominated for  Institute president
Samuel A. Derieux, of Virginia, partner of Derieux & Watson, has been nom­
inated for president of the Institute in 1973-74 by the committee on nomina­
tions, which met in New York on March 22.
The four vice presidents nominated were: Albert J. Bows, Jr., Arthur An­
dersen & Co., Georgia; Albert H. Cohen, Price Waterhouse & Co., New 
York; George M. Horn, Harris, Kerr, Forster & Co., Illinois; and Lorin H. 
Wilson, Haskins & Sells, California.
Harry F. Reiss, Jr., Ernst & Ernst, New York, was nominated as treas­
urer.
Three members were nominated for three-year terms on the Board of Direc­
tors: Willard G. Bowen, Cordle & Associates, Colorado; James E. Seitz, 
Touche Ross & Co., California; and Charles T. Zlatkovich, The University of 
Texas.
Continuing members of the Board are: Ivan O. Bull, McGladrey, Hansen, 
Dunn & Company, Iowa; George E. Doty, Goldman, Sachs & Co., New York; 
Walter E. Hanson, Peat, Marwick, Mitchell & Co., New York; LeRoy Layton, 
Main Lafrentz & Co., New York; Oral L. Luper, Exxon Company, Texas; 
William B. Nicol, Meaden & Moore, Ohio; Wilbur H. Stevens, Elmer Fox 
& Company, California; Wallace E. Olson, AICPA executive vice president, 
New York; and John Lawler, AICPA vice president-communications, New 
York.
The full report of the committee will be published in the May issue of 
The CPA.
Representatives approve charter for International Accounting Standards Committee
At an informal meeting in London on March 19, representatives of the 
countries invited to participate in the establishment of the International Ac­
counting Standards Committee (IASC) approved in principle a proposed 
charter which sets forth the group’s objectives, the machinery for achieving 
the objectives and the initial program of work. The committee’s goals are 
to formulate and seek to gain general acceptance of basic international stand­
ards in accounting, auditing and financial reporting (The CPA, Mar.73, p.1).
Representatives from the following accounting bodies were invited to at­
tend the meeting:
• Australia—Institute of Chartered Accountants in Australia; and Aus­
tralian Society of Accountants.
• Canada—Canadian Institute of Chartered Accountants.
• France—Ordre des Experts Comptables et des Comptables Agréés.
• Germany—Institut der Wirtschaftsprüfer in Deutschland e.V.
• Japan — Japanese Institute of  (continued on page 3)
2From the President 
LEROY LAYTON
Farewell,  APB; hail, FASB!
At its midyear meeting next month in Colo­
rado, the Institute’s Council will consider a mul­
tifaceted resolution of historical significance.
The resolution is the result of an extended 
period of painful soul-searching to determine 
the most effective way of formulating standards 
of financial reporting.
Briefly, the resolution will
• Designate the Financial Accounting Stand­
ards Board as the body to establish accounting 
principles (standards) binding on practicing 
members of the profession under the newly 
adopted Code of Professional Ethics.
• Dissolve the Accounting Principles Board 
as of June 30—the date when the FASB will be­
come fully operational.
• Recognize currently outstanding Opinions 
of the APB and Accounting Research Bulletins 
as accounting principles to be applied by AICPA 
members until specifically superseded by action 
of the FASB.
• Establish a new accounting standards divi­
sion within the Institute as its senior technical 
body with respect to accounting standards—with 
its principal mission to be the development of 
responses on behalf of the Institute to proposed 
pronouncements issued by the FASB and other 
bodies authorized to issue pronouncements on 
accounting and reporting.
The resolution, in effect, will complete the 
demise of the Accounting Principles Board.
As a former chairman of the Board, I may be
Editor: Barbara J. Shildneck 
Production Assistant: Linda G. Schreiber
vulnerable to the charge of bias in appraising 
its performance. But I am prepared to run that 
risk because I think it is important to recognize 
that the Board has performed a noble mission 
for more than a decade in seeking to improve 
the standards of financial reporting. In doing so, 
members of the Board have made enormous per­
sonal sacrifices; they have often been subjected 
to harsh criticism by those who ignored the com­
plexity of their task (or who had special eco­
nomic axes to grind); they have been confronted 
with a host of contradictory indictments—ac­
cused of moving too rapidly or too slowly in re­
solving dilemmas in reporting practices, of im­
posing requirements of excessive detail or of in­
dulging in vague generalizations which permit­
ted too much flexibility, of being too theoretical 
or overly pragmatic, of ignoring the realities of 
the business world or surrendering cravenly to 
its pressures. Yet the Board members persisted 
in their task—knowing full well that such de­
votion would not bring them acclaim, but also 
knowing that it was important to the preserva­
tion of our free enterprise system.
Since this tribute to the APB is likely to be 
dismissed because of my former involvement 
with the Board, I would like to add a few words 
about its performance in the last few months—  
long after I had left it.
In those months, under the death sentence 
imposed by the report of the Wheat Commis­
sion, the members of the Board and its staff have 
gallantly sought to discharge their onerous re­
sponsibilities. It would not have been surprising 
if they had all decided to abandon the effort; 
but, under the chairmanship of Philip Defliese, 
they have persevered. The record of the Board 
under such adversity deserves the respect—in­
deed, the gratitude—of the profession and the 
business community.
If the Council acts favorably on the resolution 
to recognize the Financial Accounting Stand­
ards Board as the authoritative source of finan­
cial accounting and reporting standards, a new 
era in the formulation ( continued on page 4)
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Certif ied Public  Accountants .
• Mexico— Institute Mexicano de Contado­
res Publicos, A.C.
• Netherlands —  Nederlands Instituut van 
Registeraccountants.
• United Kingdom— Institute of Chartered 
Accountants in England and Wales; Institute of 
Chartered Accountants of Scotland; and Insti­
tute of Chartered Accountants in Ireland.
• United States—American Institute of CPAs.
After approving the proposed charter, the
representatives agreed to report on their spon­
soring organizations’ reactions to the document 
and to seek their agreement to participate in the 
venture at the first working meeting of the com­
mittee, which was set for June.
A major issue remaining to be resolved by the 
IASC is whether the group should be a free­
standing committee or whether it should be em­
braced by the International Coordination Com­
mittee for the Accountancy Profession (The 
CPA, Dec.72, p .2 ).
The AICPA's view is that the role of ICCAP 
should be expanded to include the IASC’s efforts 
to set international accountancy standards. 
AICPA representatives to ICCAP are expected 
to advance this recommendation at the first meet­
ing of ICCAP, to be held in Düsseldorf, Ger­
many, this month.
AICPA admits 135 to honorary membership
In the 18 months since the AICPA Board of 
Directors approved the creation of a special 
membership category to recognize the contri­
butions of those who have been AICPA mem­
bers for 50 years or more, 135 members have 
qualified for the distinction. Graduation to the 
new category carries with it a permanent waiver 
of dues and a certificate identifying the indi­
vidual as an honorary member of the Institute.
The first certificates were mailed in Novem­
ber 1972 to 86 members who were admitted to 
membership in 1921 or before (two members 
were admitted in 1908). The second mailing 
was made in December 1972 to 49 members 
who were admitted in 1922.
Of the 135 honorary members, who come 
from 26 states, Canada and France, two are 
women; one was admitted in 1919 and the 
other in 1922.
Error in stock life insurance 
audit guide is corrected
A  misprint in the preface of Audits of 
Stock Life Insurance Companies may con­
fuse readers relying on this industry audit 
guide, which was issued early this year 
by the AICPA committee on insurance ac­
counting and auditing (The CPA, Jan.73, 
p.7). The first full paragraph on page x 
of the study identifies the wrong appen­
dixes as guides for audits of mutual life 
insurance companies.
As explained earlier in the preface, the 
committee had agreed on the appropri­
ate accounting and reporting principles 
for stock life insurance companies but 
had reached no agreement on the ap­
plicability of these principles to mutual 
life insurance companies. As a result, the 
guide as a whole is applicable to stock 
companies but not to mutual companies 
until the appropriate G AAP  for such 
companies has been determined.
However, some parts of the book are 
recommended as guides for auditors of 
mutual companies. The correct refer­
ences are cited in the paragraph below, 
which has been inserted as an erratum 
in the copies of the guide remaining in 
inventory:
“Notwithstanding the foregoing, Part I, 
that section of Part III entitled ‘Reliance 
on Actuaries,’ and Appendix D, ‘Supple­
mentary Internal Control Questionnaire 
for Life Insurance Companies,’ and A p ­
pendix E, ‘Glossary of Terms,’ should be 
used by auditors as a guide for audits 
of mutual life insurance companies. In 
addition, principal accounting policies 
and practices of mutual life insurance 
companies should be disclosed, as re­
quired by APB Opinion No. 22. Such 
disclosures should normally include those 
required for other business enterprises. 
The following should be considered in 
determining additional disclosures to be 
made___ ”
4Reminder—ninih annual AICPA 
computer conference is slated for May
Readers interested in attending the Ninth 
Annual AICPA Conference on Computers and 
Information Systems, to be held May 21-23 at 
the Waldorf-Astoria in New York City, should 
register as soon as possible. A registration form 
and program highlights were included as an 
insert in the March CPA.
The conference is designed for CPAs who are 
currently involved with any aspect of EDP or 
who are considering such involvement.
Advance programs, which include registra­
tion forms and hotel cards, are now available. 
Further details and copies of the program may 
be obtained from Noel Zakin, the Institute’s man­
ager of practice applications.
President Layton ( from page 2) 
of those standards will begin—an era which 
promises an encouraging relationship between 
the more than thirty million investors of this 
country and the corporate community.
The latter must recognize—and CPAs must 
encourage such recognition—that it is under a 
clear-cut mandate to serve the public interest. 
One aspect of that mandate is a suitable report­
ing of its affairs to the public.
Thus it is vitally important for the business 
community and members of the accounting pro­
fession to present a solid front in support of the 
actions of the Financial Accounting Standards 
Board. Our clients are likely to find that some 
future changes in reporting standards will have 
a short-term adverse effect on their interests; 
some of them may be moved to complain bit­
terly. This will leave practitioners with two 
choices: (1) to endear themselves with clients 
by commiserating with them and by bucking ac­
tions of the FASB or (2) to convince the clients 
of the overall need for each of the standards 
promulgated by the new Board.
The promise of greater credibility in corpo­
rate financial reporting will be lost if the busi­
ness community turns against the FASB.
That warning was clearly set forth in a recent 
editorial in a newspaper which has always been 
a strong advocate of the free enterprise system.
The Wall Street Journal said this:
"As the world grows larger and corporations 
grow more complex, there is an inevitable tend­
ency for managements and investors to rely 
more and more on simple quantifiable guide­
lines—earnings per share this year, divisional 
profits this quarter and so on. While of course 
invaluable, these figures are by no means the 
only measures of corporate health or executive 
performance. In particular, they tend to empha­
size the present at the expense of the future, to 
focus the attention of everyone on the short run.
"This short-run emphasis on simple figures 
explains a great deal about the accounting con­
troversies in which the FASB is born, and we 
further suspect that the same attitudes also ex­
plain a great deal about consumerism, environ­
mentalism and a whole range of other contro­
versies affecting the prestige of business in this 
society. If there is any ground for this suspicion, 
the fate of the FASB will not only tell us what 
kind of accounting we will have, but, by meas-
ARA dues collections to 
help fund FASB
As of March 30, 1973, dues commit­
ments to the Accounting Research Asso­
ciation, Inc., totaled $1,538,245, of 
which more than $975,000 had been re­
ceived in cash. These figures do not in­
clude pledges from several of the 25 
largest accounting firms.
Based on present estimates, it seems 
likely that the ARA’s $2 million commit­
ment to the Financial Accounting Foun­
dation will be met this year. (This amount 
includes the $180,000 approved by the 
Institute’s Board of Directors last fall for 
the AlCPA's direct support of the Finan­
cial Accounting Standards Board.)
Last October the ARA agreed to raise, 
from within the accounting profession, 
$2 million a year for five years in sup­
port of FASB. Since this sum will come 
primarily from dues paid to the ARA by 
member firms and individuals, ARA 
Chairman Winston Brooke has invited 
all Institute members to help fund the 
new Board by joining the Association 
(The CPA , Nov.72, p. 13; Feb.73, pp.2,4 
and insert).
Three important new studies from the American Institute
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Accounting Research Study No. 13:
THE ACCOUNTING BASIS 
OF INVENTORIES
BY HORACE G. BARDEN
This new study explores the problems of inventory accounting in depth. 
It examines present alternative methods of pricing inventory . . . evaluates 
them in terms of the objectives of financial accounting. . .  and makes recom­
mendations that the author believes will narrow the range of acceptable 
practice and serve to increase the comparability of financial statements.
The study is the result of extensive research and consultation with a large 
number of experienced corporate financial executives and independent ac­
countants. It includes evaluations of present cost concepts and principles 
largely in terms of the reasoning, experience, customs and practices of 
people who are actually in management accounting.
By emphasizing the practical rather than the theoretical aspects of inven­
tory accounting, Mr. Barden has produced a study that is sure to be of inter­
est to every professional accountant and executive who is concerned with 
the accounting and financial reporting problems of manufacturing, whole­
sale or retail mechandising enterprises. 190 pages. List price $4.50.
A C o n c e p t u a l  A n a l y s is  o f  I n v e n t o r y  P r ic in g  — Theory and practice 
. . .  Present generally accepted practice. . .  Relation of cost to sales price. . .  
Assumption of cost flow . . .  Cost relevancy.
C o s t  o f  G o o d s  o r  P r o d u c t s  So l d  — The concept. . .  Reliance on periodic 
physical inventories . . .  Conclusions.
E n v ir o n m e n t a l  In f l u e n c e s  — Merchandise costs and the merchandising 
environment. . .  Product costs and the management accounting environment.
U n i t  P r o d u c t  C o s t s  i n  M a n u f a c t u r i n g  — Cost selection . . .  Manufac­
turing cost assignments . . . Allocations of overhead costs . . . Costs at varying 
levels of capacity utilization . . . Absorption costing vs. direct costing.
C o s t  F l o w  A s s u m p t io n s  — Effect of cost flow assumptions . . .  Compara­
bility and different cost flow assumptions . . .  Comparability between compa­
nies using Lifo.. Lifo-Fifo. . .  Criteria for the use of Lifo.
L o w e r  o f  C o s t  o r  M a r k e t  — Departures from cost. . .  The present rule 
. . .  Measuring losses under the rule. . .  Reliance on management judgment 
Practical problems in measuring net realizable values . . .  Reconciliation 
with the retail inventory method.
S p e c i a l  P r o b l e m s  —- Merchandising enterprises . . . Extractive industries 
. . .  Cost-recovery-type contracting . . .  Use of market values for inventories . . .
DISCOUNT PRICE TO AICPA MEMBERS $3.60
CONTENT HIGHLIGHTS
Market valuations and hedging procedures.
Management Advisory Services 
Technical Study No. 9:
PRODUCTION SCHEDULING
This new study offers you a quick and convenient means of acquiring a 
sound basic knowledge of production scheduling principles and techniques. 
It will enable you to provide more expert help in this area to every type of 
business client. . .  large or small.
The study uses an instructional approach which emphasizes practical 
production scheduling problems and their solutions. You will be intro­
duced to the basic principles of scheduling and then consider a wide range 
of complex situations, along with the sophisticated tools available for 
handling them— all copiously illustrated with actual forms, diagrams and 
charts.
To show you how these principles and techniques are followed in an 
actual management advisory engagement, you will then be presented with 
a realistic business situation involving difficult production scheduling prob­
lems. You will learn how the accountant helped his client identify the 
problem areas and how he assisted in their solution. And you will be able 
to compare your own approaches and recommendations with those that 
were actually used.
Although the study is oriented to the public practitioner’s service to 
clients, it should prove useful to the executive who may be seeking a better 
understanding of this vitally important subject. The instructional methods 
used also makes the study ideally suited for staff training.
75 pages. List price $3.75.
DISCOUNT PRICE TO AICPA MEMBERS $3.00  
CONTENT HIGHLIGHTS
Spec ific a tio n s , Ro u tin g , a n d  Ca pa c ity  —  Product specifications . . .  Blue­
prints . . .  Parts and sub-assembly lists . .  . Control of product specifications . .  . 
Routing . . . Route sheets . . .  Work flow . . .  Capacity.
B asic Sc h ed u l in g  P ro ced ures  —  The master schedule . . . Releases . . . Bill 
of materials . . . Producing the schedule . . . Shop order or production release 
. . . Practical problems . . .  Schedule changes . . .  Feedback . .  . Preventive main­
tenance . . .  Summary.
A l t e r n a t iv e  Sc h ed u lin g  M ethods —  Load control. . .  Block control. . .  
Short-interval scheduling . . . Process control . . . Maintenance and repair shops 
T ec h n ic a l  A ids t o  Sc h ed u l in g  —  Gantt charts . . .  Critical path planning 
. . .  PERT . . .  Line of balance (LO B) . . . Linear programming . .  . Queueing 
theory . .  . Simulation —  Monte Carlo method . . .  Systems simulation.
T r en d s  in  P r o d uctio n  Sc h ed u l in g  —  Computers . . .  Integrated computer 
systems . . .  Simulation . . .  Organizational trends.
PLUS THIS DETAILED CASE STUDY 
T h e  Co rco ran  P ip e  Co m p a n y  —  The problem . . .  The company . .  .The 
pipe making process . . .  Diagnosis . .  . The study phase . . .  Designing the sys­
tem . . . Questions . . . The proposal . . . Reorganization . . . Implementation 
. . .  Engagement evaluation and follow-up.
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A new industry audit guide
3 A U D IT S  O F  B R O K E R S  A N D  D E A L E R S  IN  SE C U R IT IE S
This audit guide has been prepared to assist the independent public ac­
countant in conducting examinations of financial statements of securities 
brokers and dealers— an industry in which changes in rules, regulations, 
practices and procedures have been frequent and extensive in recent years. 
It describes those conditions or procedures unique to the industry and 
illustrates the form and content of broker-dealer financial statements and 
informative disclosures pertaining thereto.
The guide includes a discussion of brokerage transactions, accounting 
records, internal accounting controls and procedures for safeguarding secu­
rities and unique aspects of the examination. It also presents a large number 
of illustrations of Answers to Financial Questionnaire and other financial 
statements. 223 pages. List price $4.50.
DISCOUNT PRICE TO AICPA MEMBERS $3.60
CONTENT HIGHLIGHTS
G e n e r a l— Brokerage transactions . . . Transactions in listed and unlisted 
securities . . . Cash transactions . . . Margin transactions . . . Option transactions 
. . . Arbitrage transactions. Accounting records . . . Transfer records . . . Active 
securities records . . . Margin department records . . . Dividend department rec­
ords . . .  Customers’ securities account records.
F in a n c ia l  St a t e m e n t s  an d  R epo rts— Report of financial condition—  
(questionnaire) . . . Statement of financial condition . . . Statement of income 
. . .  Statement of changes in financial position . . .  Report of income and expense.
In t e r n a l  A c c o u n tin g  Co n t r o l  and  P r o ced ures  fo r  Safeg u ard in g  
Sec u r ities— G eneral . . . Specific controls . . . Securities . . . Customers’ ac­
counts . . . Transactions with other brokers and dealers . . . Electronic data 
processing . . . Review and tests o f internal accounting controls.
Ex a m in a tio n s— General . . . Examination of or accountability for securities 
. . . Examination of accounts . . . Valuation of securities . . . Review and classi­
fication of accounts in response to financial questionnaire . . . Computation of 
formula for determination of reserve requirement. . . Report to be rendered on 
SIPC annual assessment. . .  Reporting.
Co m m o d ity  T ran saction s— General . . . Examination of commodity de­
partment . . . Balancing commodity positions . . . Valuation of commodity con­
tracts . . .  Margining of customers’ commodity accounts.
O pt io n  (P u t  and  Ca l l )  T ran sa ction s— General . . . Examination of 
option department. . . Margining of customers’ option positions . . . Account­
ing for option premiums . . .  Conversion accounts.
L ist o f  E x h ibits— Twenty exhibits including— Consolidated statement of 
financial condition . . . Consolidated statement of changes in subordinated 
liabilities . . . Notes to consolidated financial statements . . . Representation 
letter . . . Audit requirements prescribed on form X-17A-5.
PLEASE USE AICPA MEMBER DISCOUNT ORDER FORM ON NEXT PAGE
DISCOUNT ORDER FORM /  FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N.Y. 10019
Gentlemen: Please send, postpaid, the new publications listed below, at the 
AICPA member discount prices shown* Payment is enclosed.
____ Acco un tin g  Research  Stu d y  N o. 13: T he Accounting Basis of
Inventories (009306) $3.60
M a n a g em en t  A dvisory Services T ec h n ic a l  Stu d y  N o . 9 :
Production Scheduling (069909) $3.00
Audits of Brokers and Dealers in Securities (012012) $3.60
m e m b e r ’s n a m e  _______________ . ____________
f ir m  _______________________ ___________________________________
((If part of mailing address)
ADDRESS __________________________________ ____________
CITY STATE_____________________ Z IP ______________
*Note-—Members of the Accounting Research Association may deduct an 
additional 20 percent discount in the case of Accounting Research Studies 
only.
Please add 7 percent sales tax in New York City. Elsewhere in New 
York State, add 4 percent state tax plus local tax if applicable.
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9AICPA presents guide for minority 
businessmen to OMBE
The Institute’s recently published Business­
man’s Information Guide was presented to John 
Jenkins, director of the Office of Minority Busi­
ness Enterprise, U.S. Department of Commerce, 
by AICPA President LeRoy Layton, Robert 
Boyer, chairman of the Institute’s committee on 
economic opportunity, and Glenn Ingram, pres­
ident of the Illinois Society of CPAs. The man­
ual, which is a basic reference to all the informa­
tion a neophyte entrepreneur needs to start and 
operate a viable small business, was developed 
by the Illinois Society and published by the 
Institute.
The developers of BIG have paid particular 
attention to the person setting up his own busi­
ness; the manual can be used in a wide variety 
of enterprises by individuals with a great deal, 
a little or no experience or training. To meet 
such diverse needs, BIG is organized into sec­
tions on Starting a Business, Business Records, 
Chart of Accounts, Business Statements, Busi­
ness Taxes, Using Outside Help, and Business 
Words—virtually the entire range of tasks and 
problems the beginner has to tackle. More­
over, according to Mr. Jenkins, the publication 
is one of the first to offer solutions to the prob­
Messrs. Boyer and Jenkins at BIG presentation.
lems encountered by minority businessmen.
BIG has provided many business development 
groups with their basic text/reference book, and 
has enabled them to start educational programs 
as part of a total business development ap­
proach. Many state CPA societies involved in 
economic opportunity programs report that BIG 
is the teacher when volunteer CPAs have to be 
away from their clients. Gratis copies of the 
manual are available to state societies when 
used in such programs.
uring whether the business community can force 
itself to take the long view, also tell us more than 
a little about how well that community can meet 
many of the other challenges it faces.”
But knowledgeable corporate executives 
doubtless do not need such exhortations. Work­
ing in an environment of increasing public so­
phistication, they are almost certain to welcome 
the new standard-setting agency. If supported by 
management and by the profession in exercising 
its attest function, the pronouncements of the 
FASB ought to instill greater public confidence 
in corporate conduct.
That is a consummation devoutly to be wished. 
For the result can only be an economy better 
able to raise an adequate supply of capital from 
the private sector.
And that outcome, in turn, will serve the best 
interests of the people of this country—and, in­
deed, of the whole world.
Coming up—seventh Asian and Pacific 
accounting conference
Institute members interested in attending the 
Seventh Conference of Asian and Pacific Ac­
countants, which will be held in Bangkok, 
Thailand, on November 4-10, must send their 
completed registration forms to the secretary of 
CAPA no later than May 31. The theme of the 
conference is "Economic Data for Motivation 
and Decision-Making.”
The five topics to be discussed in the tech­
nical sessions are Financial Measurement for 
International Operations, Approaches to Price- 
Level Changes in Accounting Communication, 
Social Implications of Large Companies, Roles 
of the Accounting Profession in Economic and 
Social Development, and Responsibilities of the 
Managerial Accountant. Registration forms and 
other information may be obtained from the In­
stitute international practice division.
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Accounting positions available as FTC expands its financial reporting system
The Federal Trade Commission is expanding 
its financial reporting system. As a result, the 
FTC’s Bureau of Economics is seeking candidates 
for the position of chief accountant and for sev­
eral senior accountant positions in the Division 
of Financial Statistics.
The division is currently authorized to collect 
income statement and balance sheet data from 
approximately 11,000 manufacturing companies. 
The data are aggregated and published in the 
Quarterly Financial Report. The federal govern­
ment uses the data to estimate and predict gross 
national product and to make decisions concern­
ing the money supply.
Under its revised reporting system, the FTC 
will begin adding data on the wholesale and 
retail trade and mining sectors of the economy 
within the next few months. In addition the FTC 
will
• Introduce this fall a revised form requiring 
consistent domestic consolidation and a separa­
tion of foreign activities.
• Institute for the larger companies an annual 
line-of-business financial reporting program.
• Update its data processing activities to take 
full advantage of the latest advances in EDP 
technology.
The chief accountant, who will report directly 
to the division chief and the bureau director, 
must have experience in auditing corporate finan­
cial reports, a demonstrated ability to conduct 
research and an understanding of the needs of 
economists and other users of financial data. He 
will supervise a staff of senior and junior ac­
countants and will be responsible for all account­
ing input into the bureau’s financial statistics 
programs. A commitment of two to three years 
would be necessary. The starting salary range is 
from $23,000 to $26,900.
The chief accountant will be required to
• Open and maintain channels of communi­
cation between FTC accountants and academic 
and public accountants.
• Supervise and present research and policy 
position papers.
• Sponsor and participate in professional con­
ferences dealing with current accounting issues 
of financial reporting.
• Represent the Commission’s position in 
presentations to the Office of Management and 
Budget and to congressional committees, and in
dealings with the SEC and other government 
agencies.
Senior accountants must be capable of obtain­
ing and verifying financial reports from compa­
nies of different corporate structures in a variety 
of industries. They must have experience in pub­
lic accounting, be familiar with recent literature 
and maintain wide contacts within the profes­
sion. These accountants should be willing to 
spend two to three years in these positions. The 
starting salary ranges from $19,700 to $26,900.
Any person interested in applying for one of 
these positions should send a resume and a com­
pleted Civil Service Commission Form No. 171, 
"Personal Qualifications Statement,” to H. 
Michael Mann, Director, Bureau of Economics, 
Federal Trade Commission, 6th & Pennsylvania 
Ave. N. W., Washington, D. C. 20580. The 
forms may be obtained from the post office.
Reginald H. Jones (r.), chairman of the board of Gen­
eral Electric Company, gave the keynote address at 
a dinner sponsored last month by the Financial Ac­
counting Foundation to introduce members of the 
Financial Accounting Standards Board and the Ad­
visory Council to the financial community. Mr. Jones, 
shown with FAF President Ralph E. Kent at a reception 
preceding the dinner, told the 1 ,200  guests at the 
Waldorf-Astoria in New York that “ management has 
the obligation to be sure that financial statements 
have integrity written between all the lines."
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Quality review—in-house education a t a reasonable cost
The quality review program, which has been 
in existence since 1971, continues to be avail­
able to members who wish to participate (The  
CPA, June72, p. 19). The 1973 reviews will be­
gin in May.
The program provides small and medium­
sized practitioners with an independent, in- 
house review of workpapers and reports. The 
program is primarily designed to help the prac­
titioner improve the quality of his audit work, 
workpapers and reports. It incorporates edu­
cational features that enable him to profit 
from methods followed by his peers. Reviews 
are on a strictly voluntary and confidential ba­
sis. Rule 301-c of the Rules of Conduct allows 
such a review of members’ professional prac­
tices. Reviewers are carefully assigned, based 
on various considerations. The most important 
of these include prior experience with the size 
firm to be reviewed, prior experience with spe­
cific industries in which the firm being reviewed 
may specialize and geographic location in re­
lation to the reviewee firm. The use of out-of- 
state reviewers avoids possible competitive con­
flicts. All program materials remain with the 
firm that has been reviewed; no reports are 
made to others.
Firms that have participated in the program 
are enthusiastic about its benefits, as excerpts 
from recent correspondence indicate:
"I am sure that this was probably the most 
beneficial educational experience we have had 
as a firm. I felt it was especially valuable since 
the points discussed dealt with our existing cli­
ents and with procedures currently in use.
"I feel that considerable benefit to our firm
was derived and several changes in our pro­
cedures will be forthcoming as a result.”
”It has been the conclusion of the partners 
of our firm that the quality review program 
provided us with an opportunity of exposure to 
professional people from other backgrounds and 
experiences on matters dealing directly with our 
working papers and reports. This experience 
provided us with areas of criticism upon which 
we can take corrective action and make improve­
ment; it also enabled us to substantiate some of 
the professional thinking, judgment and pro­
cedures which we had developed.”
The operation of the program involves two 
reviewers’ visiting the participant’s office for 
two days. Participants select both audited and 
unaudited engagements for review. Hopefully, 
these are representative engagements conducted 
by the various principals of the firm. A kit of 
materials, which includes a 45-page review check­
list covering all phases of the engagements 
selected for review, is used to focus on proce­
dures followed by the practitioner. Weaknesses 
noted are discussed with the firm’s partners on 
the final afternoon of the review. Various items 
in the checklist are cross-referenced to APB 
Opinions and other Institute pronouncements. 
The fee for the program is $375, and the partic­
ipating firm furnishes a reviewer for a subse­
quent review under the program.
Because of the success of the 1972 program, 
the number of reviews to be completed during 
1973 will be expanded. However, openings are 
limited. Members interested in scheduling a re­
view should contact Albert H. Zitzmann of the 
AICPA staff by using the coupon below.
Complete and mail to:
Albert H. Zitzmann 
American Institute of CPAs 
6 6 6  Fifth Avenue 
New York, New York 10019
W e are interested in participating in the quality review program.
1. Name of interested practitioner or firm:-------------------------------------
Address:-----------------------------------------------------------------------------
Telephone:--------------------------------------------------------------------------
2. Name of individual to contact:------------------------------------------------
3. Respondent's signature:------------------------------------------------- Date:
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Ethics committee answers member's query
Q. A data processing corporation is owned 
in three equal shares by two members in prac­
tice and a non-CPA who devotes full time to 
its affairs. At present the services are rendered 
by the corporation only to the accounting firm 
of the members and, through it, to its clients, 
but it is planned that services eventually will 
be rendered to the general public as well. 
Would this program violate Rule 505 of 
the restatement of the Code of Profes­
sional Ethics?
A. Members may not render data processing 
services in corporate form to the public directly 
unless the corporation possesses characteristics 
that conform to resolutions of Council. Since 
a principal stockholder of the corporation is 
not a certified public accountant, the corpora­
tion does not possess all the characteristics 
established by Council. Characteristic No. 3 
requires that all shareholders of a professional 
corporation be certified public accountants and
Characteristic No. 5 requires that the principal 
executive officer be a shareholder and director. 
The two members would be in violation of Rule 
505, therefore, if the corporation rendered serv­
ices to the public, including clients of the ac­
counting firm.
Revised Q & A
A Q&A on pages 9 and 10 of the January 
1973 issue of The CPA concluded that the prin­
ciples set forth in Ethics Opinion No. 19 (now 
incorporated in Rule 101 of the new Code of 
Professional Ethics) would apply not only to 
banks but to any institution which is in the 
normal business of lending money. The Q&A 
also should have pointed out that broker-dealers, 
unless otherwise specifically exempt, are under 
the jurisdiction of the SEC. The SEC has con­
sistently held that the relationship resulting from 
maintenance of a margin account with a broker- 
dealer client would jeopardize the auditor’s 
independence.
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“Accounting is a weapon against poverty. . .  
and we strive to put this weapon in the hands of those who need it most.”
Spring Council meeting to cover major professional issues
At its meeting May 7-9 in Colorado Springs, which is taking place as this issue 
of The CPA goes to press, the AICPA Council will hear a report by U.S. Comp­
troller General Elmer Staats on "The View From the GAO” and will vote on 
the proposed revision of the Institute’s bylaws ( The CPA, Mar.73, pp.1,3).  If 
approved, the revision will be discussed at the annual meeting in Atlanta next 
fall and then presented to the membership in a mail ballot.
Council members will also elect members to the Trial Board, fill vacancies 
on Council and participate in the following forum sessions:
• "How People See the CPA,” moderated by AICPA Public Relations 
Consultant Stewart Schackne. Panelists are Walter F. Beran, partner, Ernst & 
Ernst; Albert Hudes, director of communications, Touche Ross & Co.; Glenn 
Ingram, Jr., partner, Glenn Ingram & Company; Eli Mason, partner, Mason 
& Company; and Burns Roper, president, The Roper Organization.
• "Emerging Technical Issues,” moderated by AICPA Executive Vice 
President Wallace E. Olson. Panelists are D. R. Carmichael, director, AICPA 
technical research division; Philip L. Defliese, chairman, Accounting Prin­
ciples Board; Ernest Hicks, chairman, AICPA auditing standards executive 
committee; William Mueller, chairman, AICPA management advisory serv­
ices executive committee; Stanley J. Scott, chairman, AICPA accounting 
standards executive committee; and Robert G. Skinner, chairman, AICPA 
federal taxation executive committee.
• "The Pursuit of Excellence,” moderated by AICPA Professional Ethics 
Executive Committee Chairman Clifford Graese. Panelists are Robert Bern­
stein, chairman, AICPA committee on management of an accounting practice; 
David M. Culp, chairman, AICPA quality review committee; Arnold Levine, 
member, AICPA ad hoc committee on quality control; and Donald J. Schnee­
man, AICPA general counsel.
• "The Changing Nature of Practice,” moderated by AICPA Ad Hoc 
Scope of Practice Committee Chairman Louis M. Kessler. Panelists, all of 
whom are members of the committee, are Donald H. Chapin, William L. Raby, 
James E. Seitz, Marvin L. Stone and Thomas H. Williams.
In addition, Council members will be addressed by John C. Biegler, a Finan­
cial Accounting Foundation trustee; Robert T. Sprouse, president of the Amer­
ican Accounting Association; Joseph Sperstad, president of the CPA Society 
Executives Association; and Joseph L. Brock, president of the National Asso­
ciation of State Boards of Accountancy.
The meeting, which will be chaired by Institute President LeRoy Layton, 
will be covered in the June CPA.
2from the President 
LEROY LAYTON
Establishing the new PD reference library
An experimental project is in operation at the 
Institute which could have a profound effect on 
the profession’s program of continuing edu­
cation.
As you know, the AICPA professional devel­
opment division was established 15 years ago. 
It was initially financed by a modest appropria­
tion from the Council, but it has been largely 
self-sustaining in recent years. Its growth has 
been impressive. Registration fees are now ap­
proaching $2.5 million a year; the available 
courses number in excess of 60; annual attend­
ance is around 30,000. And, as the old vaudeville 
MC used to tell his audience: "You ain’t seen 
nothin’ yet.” Under the stimulus provided by the 
growing number of states requiring evidence of 
continuing education as a prerequisite for reten­
tion of the license to practice as a CPA, the 
Institute’s program— and, indeed, all programs 
meeting the educational needs of the profession 
—is certain to expand. The impact could even 
be explosive. I have been deeply concerned over 
our ability to cope with the coming demand with­
out endangering quality.
Throughout this first decade and a half of 
growth, the Institute’s efforts have been aided 
by a number of the larger firms which have gen­
erously contributed time and training material 
to the PD division for its use in aiding all prac­
titioners. At the same time, impelled by the 
necessity of maintaining the technical know-how 
of their growing staffs, these firms have con­
tinued at considerable expense to produce 
courses for their own use. It has occurred to 
many leaders of the profession over the years 
that this substantial duplication of effort repre­
sented a loss of potential resources to the whole 
profession. Some duplication, of course, is justi­
fied. Each of the firms, through the development 
of its own material, focuses on special needs of 
the firm and communicates firm policies or 
philosophies. But much of the instructional con­
tent of these courses must be common to all of 
them— and their level of quality is likely to be 
comparable.
No formal mechanism has existed, however, 
to encourage an even wider sharing of educa­
tional material—until a few months ago.
Now, at the suggestion of an advisory panel, 
the PD division has invited firms with substan­
tial training programs of their own to help estab­
lish a PD reference library of educational mate­
rials in the Institute— and some 14 firms have 
already agreed to participate. Representatives of 
participating firms and other AICPA members 
will serve as a committee to help refine the tenta­
tive arrangements for the operation of the 
library, with the objective of ensuring the maxi­
mum benefit for all members of the Institute and 
the state societies.
Under the current operating guidelines, the 
participating firms will
• Contribute initially as many days as possible 
of their current training materials, including dis­
cussion leader’s guides.
• Contribute at least one additional day of 
training materials each year.
• Pay an annual fee to the AICPA for the 
maintenance of the reference library.
All members of the AICPA and state societies 
will have the right to review material in the 
library. Each participat- ( continued on page 9)
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3AICPA appraises its projects for integrating the accounting profession
The achievements to date of the Institute’s 
program to integrate the profession and provide 
accounting education for minority students are 
fourfold, according to AICPA President LeRoy 
Layton: "We have employed more minority ac­
countants. We have helped to provide education 
for more minority accounting students. We have 
strengthened college accounting programs, and 
—often led by minority accounting practitioners 
and educators in our ranks—we have brought 
about a climate of confidence.”
President Layton’s remarks, which appear in 
"Report 1973,” a 32-page booklet issued this 
month by the Institute’s committee on minority 
recruitment and equal opportunity, precede sum­
maries of the work done in each of the major 
projects initiated and carried out by the commit­
tee— scholarships, faculty fellowships, visiting 
professorships and the annual Faculty Summer 
Seminar.
The pictures below are taken from the booklet. 
They dramatize the social effect of accounting 
services in the minority business community by 
showing the progress of a black CPA who went 
from staff accountant in a public accounting firm 
to partner in his own CPA firm.
Copies of "Report 1973” may be obtained by 
writing to the Committee on Minority Recruit­
ment and Equal Opportunity, AICPA, 666 Fifth 
Avenue, New York, N. Y. 10019.
The CPA is analyzing a com puter printout sent to a 
client, a clothing m anufacturer, by a service bureau 
(1). The CPA finds a way to produce more information 
than the client thought possible (2) and calls the 
bureau for a verification that the increase in d a ta  is 
feasib le (3). Better inventory control resulted. In ref­
erence to this and to other services provided by the 
CPA, the client said, “ He put me on my fee t.”
4English Institute's international firms 
listing is open to AICPA members
American Institute members who are inter­
ested in forming correspondent relationships 
with accounting firms in other countries can now 
sign an international firms register, which was 
recently established by the Institute of Chartered 
Accountants in England and Wales. Participa­
tion in the program by AICPA members in public 
practice has been approved by the AICPA ethics 
division.
The registration fee is £5 per year per regis­
trant (whether an individual or a firm) for each 
overseas country the registrant is interested in 
contacting. For example, if a U.S. firm would like 
information about French, German and English 
firms that are on the register, the fee would be 
£15 per year. The fee—payable to "Chartac”— 
should accompany each request for registration. 
The request should also be accompanied by the 
following information:
• The country or countries in which the new 
registrant is interested in establishing an asso­
ciation with a local accountant or firm.
• The number of partners in the registrant’s 
firm.
• The number of professional staff employed 
in the registrant’s firm.
• The total number of staff employed in the 
registrant’s firm.
• The name and address of the partner to be 
contacted.
• The other cities (if any) in which the regis­
trant has offices.
• A summary of the registrant’s main types of 
services, including any specialty and knowledge 
of particular industries or other commercial 
undertakings.
• Any other information which the registrant 
may wish to make available to interested foreign 
accounting firms.
Information sheets on all registrants will be 
kept on file at the English Institute. Each new 
registrant will receive information sheets on all 
appropriate participating foreign accounting 
firms, and data on additional registrants will be 
circulated shortly after they are listed. After the 
information has been distributed, it will be up 
to the registrants to contact their foreign 
colleagues.
Those wishing to be placed on the register 
should write to Philip Carrel, Secretary of the 
Overseas Relations Committee, The Institute of 
Chartered Accountants in England and Wales, 
Chartered Accountants’ Hall, Moorgate Place, 
London EC2R 6EQ.
Representative A t Ullman to 
address tax division meeting
Al Ullman, the U.S. Representative from 
Oregon, will give the Monday luncheon address 
at the spring meeting of the Institute’s division 
of federal taxation, which is taking place as this 
issue of The CPA goes to press. The general 
theme of the May 12-17 meeting in Dorado 
Beach, Puerto Rico, is tax reform.
The members of the division have invited the 
following guests to attend and participate in the 
meeting:
• Salvador Casellas, Secretary of the Treasury 
of Puerto Rico.
• Scott Crampton, Assistant Attorney Gen­
eral, Tax Division, U.S. Department of Justice.
• Paul Dillingham, president of the Tax 
Executives Institute, Inc.
• John F. Hanlon, Assistant Commissioner of 
the Internal Revenue Service (Compliance).
• Lee H. Henkel, Jr., former Chief Counsel 
for the Internal Revenue Service.
• Frederic W. Hickman, Assistant Secretary 
of the Treasury for Tax Policy.
• Donald MacDonald, chairman, Section of 
Taxation, American Bar Association.
• Bob Shapiro, attorney adviser for the Joint 
Committee on Internal Revenue Taxation.
• Peter P. Weidenbruch, Assistant Commis­
sioner of the Internal Revenue Service (Tech­
nical) .
A report of the meeting will appear in a forth­
coming issue of The Journal o f Accountancy.
“The Journal” adopts a new format
The M ay issue of The Journal of Account­
ancy sports a new cover and a new in­
terior design intended to increase the 
readability of the articles and depart­
ments through the use of color and a 
modern layout. The Journal staff has 
worked on the project since last year 
with designer Robert Webster. Readers’ 
comments on the new format would be 
welcome.
44"Accounting
is a weapon 
against  
poverty... and we 
strive to put
this weapon in
the hands of 
those who 
need it most.”
Walter J. Oliphant, former president, AICPA
Accounting Education Fund 
for Disadvantaged Students 
Contribution Form
AICPA American Institute of Certified Public Accountants
666 Fifth Avenue, New York, N.Y. 10019
Gentlemen: I am enclosing a check for $ ...............................* as my
contribution to the ACCOUNTING EDUCATION FUND FOR 
DISADVANTAGED STUDENTS. My check is payable to AICPA Foundation 
— AEFDS and I understand that I will receive a receipt to indicate that 
I have made this contribution (which is tax deductible).
MEMBER’S NAME
FIRM
ADDRESS
(if part of mailing address)
CITY STATE ZIP
*Please Check...
□  This is my contribution for the three-year program.
□  This is my contribution for the first year. I will match this contribution in 
April 1974 and in April 1975. Please bill me at that time.
Please make your check payable to AICPA Foundation— AEFDS.
For the CPA-practitioner— a valuable collection of 
estate planning information and advice.
Estate Planning Selections
FROM THE TAX ADVISER
This new book offers you a unique opportunity to profit from the specialized 
knowledge and extensive experience of outstanding esta te  planning 
authorities who tell you how you can work more effectively and profitably 
in the area  of esta te  and trust planning. It explains a variety of planning 
approaches and techniques that can help minimize esta te  taxes in a 
wide range of taxpayer situations.
ESTATE PLANNING SELECTIONS brings together 29 articles from 
The Tax Adviser—all specially selected  for their practical value and lasting 
interest. Each article deals with som e important aspect of e sta te  p lan n in g - 
analyzing the various alternatives and options available and showing 
you which ones may prove most beneficial under different circum stances.
You will be shown how you can best take advantage of tax-saving 
opportunities through effective planning and use of such devices as g if ts . . .  
trusts . . .  life insurance . . .  deductions . . .  etc. You will also be alerted 
to potentially costly errors and you will learn about new benefits and 
profitable approaches that have been m ade possible as a  result of recent 
rulings and other developm ents.
This valuable material has been reviewed and updated by the authors 
wherever necessary  in the light of recent developm ents. And it is all 
conveniently organized for quick reference. A synopsis of each article is also 
provided to help you quickly and easily find material on any particular 
problem you may encounter in your esta te  planning work. 512 pages.
Paper bound. List price $9.00.
DISCOUNT PRICE TO AICPA MEMBERS $7.20
PREPARED BY THESE AUTHORITIES ON ESTATE PLANNING
BYRLE M. ABBIN, CPA RICHARD B. COVEY, Esq.
Arthur Andersen & Co. Carter, Ledyard & Milburn
MICHAEL ANTIN, Esq. 
Cruikshank & Antin ALBERT J. FINK, Esq. Irell & Mannella
DONALD ARONSON, CPA
Arthur Young & Company PHILIP E. HECKERLING, Esq.
University of Miami
BERNARD BARNETT, CPA
Seidman & Seidman THOMAS A. MELFE, Senior V.P.
ROBERT L. BEAN, CPA United States Trust Company
Touche Ross & Company
JULIAN S. BUSH, Esq.
NORMAN R. MILEFSKY, CPA 
Coopers & Lybrand
JOHN R. COHAN, Esq.
Irell & Manella EDWARD S. SCHLESINGER, Esq.
SEE REVERSE SIDE FOR DESCRIPTION OF ANOTHER NEW PUBLICATION
Accounting Research Study No. 14:
Accounting for Research and 
Development Expenditures
BY OSCAR S. GELLEIN, CPA AND MAURICE S. NEWMAN, CPA
Problem s of defining and reporting on research  and developm ent 
activities are exam ined in this new accounting research  study. It is based  on 
extensive examination and analysis of current practices as well as 
discussions with experienced public accountan ts and corporate executives.
Drawing on this practical research, the authors have developed 
conclusions with respect to possible inadequacies in current practice. They 
also present accounting and reporting recom m endations that are certain 
to prove interesting and useful to every CPA who must deal with this 
important question. 120 pages. Paper bound. List price $4.00.
D ISCO U NT  PR ICE  TO A ICPA  M E M B E R S  $3.20
CONTENT HIGHLIGHTS— Historical perspective . . . Survey of current practice . . . 
Defining research and development. . . Conflicts in definition . . . Distinguishing devel­
opment from production . . . Business and accounting definitions . . . Research and 
development programs . . . New product development divisions . . . Development stage 
companies . . . Refinement for accounting analysis . . . Personnel costs . . . Theoretical 
considerations ... Realization principal and cost allocation ... Product costs and period 
costs ... Conservatism . .. Objection to present practice . . . Recommended accounting 
. .. Continuing research ... Inability to determine recoverability of costs . . . Criteria for 
deferral... Amortization of deferred costs ... Disclosure.
DISCOUNT ORDER FORM—FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N.Y. 10019
Gentlemen: P lease send the publications indicated below, at the AICPA mem­
ber discount prices shown. Payment is enclosed.
_____  E sta te  P lanning S e le c tio n s  (028608) @ $7.20
_____ ARS No. 14: A ccounting for R esea rch  and  D evelopm ent
Expenditures (009400) @ $3.20*
MEMBER’S NAME_________________________________________________________________
FIRM_____________________________________________________________________________
(if part of mailing address)
ADDRESS_________________________________________________________________________
CITY________________________________ STATE_______________________ Z IP___________
*NOTE— Members of the Accounting Research Association may order copies of ARS 
No. 14 at a  40% discount—$2.40 each.
P lease add 7% sales tax in New York City. Elsewhere in New
York State, add 4% state tax plus local tax if applicable. 11028
9New symbol identifies AICPA program 
to integrate the profession
An emblem symbolizing the Institute’s pro­
gram to integrate the accounting profession was 
introduced recently by the committee on minority 
recruitment and equal opportunity. Displayed 
initially on a decal to be given to all contributors 
to the Accounting Education Fund for Disad­
vantaged Students (see illustration at right), the 
symbol appears on the Institute’s postage meter 
stamp and will be used in printed matter pre­
pared by the committee.
The committee suggests that the six-inch 
square decal be exhibited on bulletin boards for 
staff communications, or even in a frame in the 
contributor’s office. It is hoped that the decal 
will become a conversation piece, making occa­
sions for discussion of the importance of the 
Fund ( The CPA, Jan.73, pp.1,4).
A contribution form for the Fund is included 
as an insert in this issue of The CPA (p. 5).
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Contributor to the Accounting Education 
Fund for Disadvantaged Students
AICPA
American Institute of Certified Public Accountants
President Layton ( from page 2) 
ing firm in the project will be permitted to with­
draw materials, provided the contributing firm 
has authorized such withdrawals in quantities 
equal to the requesting participant’s contribution 
of withdrawable materials. All contributions will 
be strictly voluntary. No warranty as to reliabil­
ity or accuracy of any of the material will be ex­
pressed or implied by the contributor.
The state societies or their educational foun­
dations, as well as nonparticipating firms and 
practitioners, are encouraged to submit programs 
to the library and are urged to take advantage of 
the facility by reviewing the reference material 
in the library at any time. The state societies will 
also be encouraged to suggest which programs in 
the library would be particularly beneficial to 
their members.
This is a venture of great promise.
Since the AICPA’s PD division will gain 
access to an array of training documents, one of 
the benefits will be the opportunity to produce 
new AICPA programs at very little cost and 
update existing programs at reduced costs.
The real potential advantage which should 
emerge from the close collaboration between the 
Institute, the firms and the state societies in the
development of new course materials is the en­
larging and strengthening of the whole PD effort 
to aid practitioners in successfully meeting the 
challenge of change.
All of us, therefore, should watch the project 
closely and help in guiding its growth.
Progress reports on it will appear regularly 
in the Institute’s publications. Meanwhile, every 
member should know that he is welcome to visit 
the library and to discuss and comment on its 
operations.
  Membership terminated for 
bribery conviction
A member of the Institute has had his mem­
bership terminated under Section 7.3.1 of the 
bylaws, an automatic disciplinary provision 
which provides for termination of membership 
without a hearing if a member has been con­
victed of a crime defined as a felony by the con­
victing jurisdiction and the conviction has be­
come final. The member was convicted of at­
tempted bribery of an Internal Revenue Service 
agent. Because of extenuating circumstances, 
the chairman of the Trial Board has determined 
that this notice not mention the member’s name.
Report of the Committee on Nominations
To  the M em bers of the 
A m erican Institute of 
Certified Public Accountants
In a cc ordan ce with Article VI, Section 6 .1 .6  and 6 .3  of  the bylaws, the following 
report of the committee on nominations is submitted to the members of the Am erican 
Institute of Certified Public Accountants.
The  committee on nominations 
hereb y nominates the following for 
officers, members of  the Board of 
Directors, and members of  Council  
of the A m e rica n  Institute of Certi ­
fied Public Accountants:
For Officers
(For fiscal ye a r  1 9 7 3 -7 4 )
President:
Samuel A .  Derieux, Virg in ia
Vice Presidents:
A lb e rt  J. Bows, Jr.,  G e o r g ia  
A lb e rt  H. C o h e n , N e w  York 
G e o r g e  M . Horn, Illinois 
Lorin H. W ilson, California
Treasurer:
H a rry  F. Reiss, Jr .,  N e w  York
For Members of the 
Board of Directors
( Th re e -ye a r  terms)
W i l la r d  G .  Bowen, C o lo ra d o  
James E. Seitz, California  
Charles T . Zlatkovich, Texas
For Council Members at Large
(Th re e -ye a r  terms)
G e o r g e  D. A n derso n,
M o n ta n a  
John C . Biegler, N e w  York 
H a ro ld  S. G e lb, N e w  York 
H a rv e y  E. Kapnick, Jr ., Illinois 
A rn o ld  I. Levine, N e w  York  
M a x  Myers, Missouri 
Joseph F. Spilberg, 
Pennsylvania
N e w  York,
For Members of Council 
To Be Directly Elected
(T h re e -ye a r  terms)
John M .J o h n s o n ,  Alaska 
Cal P. Hollis, Arkansas 
Stuart A .  Clarke, California 
A .  Barden Finch, California  
Keith V .  Lapp, California  
Kenneth Leventhal, California 
Lester D. Pedicord, C o lo ra d o  
Earle E. Jacobs, Jr.,  
Connecticut 
Robert D. M a y ,  Florida 
Jerrold  S. T ru m b o w e r ,
Florida
Charles W .  Jenkins, G e o r g ia  
James E. W atts, H aw a ii  
G le n n  In gram , Jr .,  Illinois 
W ill ia m  R. Mette, Jr .,  Illinois 
Halbert A .  Schussele, Illinois 
W ill ia m  A .  Carter, Indiana 
John M . Cum mings, M a in e  
Robert W .  Black, Jr ., 
M a ry la n d  
Earl F. Brown, Massachusetts 
P. Thom as Austin, M ic higan 
W il l ia m  C .  Rescorla,
M ic higan 
Rholan E. Larson, Minnesota 
H e n ry  J. Lunnemann, Missouri 
W ill ia m  M . Schmidt,  M o n ta n a  
J.  B. Dresselhaus, N e braska 
Joseph W .  M cM ullen,
N e v a d a  
D a vid  A .  Sheldon,
N e w  Hampshire 
Leonard S. Brown,
N e w  Jersey 
Louis A .  Chismar,
N e w  Jersey
John Lawler 
Secretary 
N .Y . ,  M a rch  23, 1973
Raym ond E. Zimmer,
N e w  M exico  
A .  Rick D ’A rc a n g e lo ,
N e w  York 
Francis J.  Davie, N e w  York 
W ill ia m  Etkin, N e w  York 
W ill ia m  M . G ips , N e w  York 
Eli M ason, N e w  York 
Leonard Price, N e w  York  
James A .  Russell, N e w  York 
Stanley O .  Hoistad,
North  Dakota 
Carl  A .  Johnson, O h io  
Robert S Latham, O h io  
Lucien M . Rouse, O k la h o m a  
James M .  G ilm a n , Jr.,
O r e g o n  
Richard D. G r e y ,  
Pennsylvania 
Lionel I. Stanton, 
Pennsylvania 
Philip G .  Zink, Jr ., 
Pennsylvania 
Elmer E. Chasteen,
South Caro lina  
O .  Dale Sayler, South Dakota 
Joseph Kraft, Tennessee 
W i l la r d  H. Findling, Texas 
Curtis L. Frazier, Texas 
Robert E. Knox, Jr.,  Texas 
Thom as J. Tetreault, Verm ont 
James L. Keeler, Virg in ia  
A u b r e y  Kosson,
V irg in  Islands 
C la u d  W .  Palmer, 
W a sh in g to n  
Douglas H. Tanne r,
W e s t  Virg in ia  
D o n a ld  L. Krier, Wisconsin 
Bill B. Brauer, W y o m in g
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Directly elected members of 
Council, elected on an interim 
basis by Council a t its Septem ber 
1972 meeting to fill vacancies, 
w ere renom inated to com plete their 
terms. These members are:
(Two-year terms)
Lawrence M. W alsh, 
Pennsylvania 
Lorin H. W ilson, California
A directly elected member of 
Council, proposed by the Board of 
Directors for election on an interim 
basis by Council a t its May 1973 
meeting to fill a vacancy, was re­
nom inated to com plete the term. 
He is:
Clifford T. Fay, Jr., Illinois
The committee will nom inate the 
following for tw o-year terms as 
members a t large of Council to fill 
vacancies tha t would result from 
the election of members of the 
Board of Directors:
Sidney S. Baurmash, 
W ashington, D.C.
Harold Q. Langenderfer, 
North Carolina
The committee will nom inate the 
following for a one-year term as a 
member a t large of Council to fill 
a  vacancy that would result from 
the election of an officer:
Robert K. Mautz, Ohio
The committee will nominate the 
following for a one-year term as a 
directly elected member of Council 
to fill a  vacancy that would result 
from the election of an officer:
Donald W. Schroeder, 
California
The committee will nominate the 
officers, members of the Board of 
Directors and  Council members a t 
large on the floor of the Council 
on Saturday, O ctober 13, 1973. 
No nominations from the floor will 
be recognized; however, inde­
penden t nominations may be m ade 
by any 20 members of the Council 
if filed with the Secretary a t least 
four months prior to the annual
meeting of the Institute, to be held 
this year a t A tlanta, G eorgia, on 
O ctober 15.
Nominees for members of Coun­
cil to be directly elected will be 
presented to members of the Insti­
tute in each of the states listed 
above for election by mail ballot. 
Independent nominations may be 
m ade by any 20 members of the 
Institute from any of the above 
states if filed with the Secretary a t 
least four months prior to the a n ­
nual meeting of the Institute. Pro­
vision also will be m ade on the 
ballots for write-in votes.
Respectfully submitted,
W alter J. O liphant, Illinois, 
Chairman 
Donald T. Burns, California 
Sidney A. Cham pagne, 
Louisiana 
Samuel J. Duboff, New York 
Anthony G erharz, Jr., M ontana 
Paul Lambert, Jr.,
W ashington, D.C.
Henry J. Lunnemann, Missouri
AICPA testifies on tax reform
On March 12, Robert G. Skinner, chairman of 
the AICPA division of federal taxation, pre­
sented the Institute’s position on tax reform at 
public hearings held by the House Ways and 
Means Committee. The testimony covered sim­
plification, capital gains and losses, capital re­
covery, private pension plans and foreign 
income.
Mr. Skinner also told the committee that the 
tax division would submit a report on federal 
estate and gift tax reform later in the year.
In addition to the testimony— the text of 
which appears in the April issue of The Tax 
Adviser and in the May and June issues of The 
Journal o f Accountancy—the division submitted 
to the committee a summary of the Institute’s 
proposed amendments to the Revenue Code. The 
summary, which was published by the Institute 
this month as the 1973 edition of Recommenda­
tions for  Amendments to the Internal Revenue 
Code, presented all the AICPA’s currently re­
vised technical amendments to clarify and sim­
plify complex provisions, to eliminate outdated 
sections and to remove inequities and unintended
benefits. The 110-page booklet has been sent to 
all members of Congress.
Institute members reminded to vote 
in direct election of Council
Members are urged to participate in 
the direct election of Council required 
by the bylaws. Next month all Institute 
members in states entitled to new Coun­
cil representatives will be sent a ballot 
kit for election of Council nominees 
selected by the AICPA nominations 
committee.
Most ballots will show only one nom­
inee. Ballots from larger states will 
carry a number of nominees, the great­
est number being seven, from New York. 
All ballots will provide spaces for write- 
in votes, and independent nominations 
may be submitted by any 20 members 
in a state by June 1 5 ,  1973.
Ballots must be received at AICPA of­
fices by 5:00 P.M., August 31, 1973.
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ICCAP votes to expand its role
At its meeting, which was held in D üsseldorf, 
Germany, on April 26-27, the International Co­
ordination Committee for the Accountancy Pro­
fession (ICCAP) approved two resolutions 
dealing with the possible expansion of the role 
of ICCAP and with the relationship of the pro­
posed International Accounting Standards Com­
mittee (IASC) to the ICCAP organization ( The 
CPA, Apr.73, pp.1,3). ICCAP is the interna­
tional body which was formed at the Tenth Inter­
national Congress in Australia last fall.
The first resolution forms a working party to 
reconsider the role and structure of ICCAP in 
regard to its objectives and their order of priority 
and the organizational structure that would best 
achieve these objectives. The working party will 
submit its recommendations, including a reason­
able timetable for implementing its proposals, 
for consideration at the next ICCAP meeting in 
Mexico City in October.
In the second resolution, ICCAP formally in­
vited IASC to be a part of the world attempt to 
develop the accountancy profession. It also calls 
for IASC "to recognize in its charter that it is 
part of the ICCAP organization, although it is
autonomous in its issuance of exposure drafts 
and recommendations,” and states that the 
IASCs basic charter should not be reviewed un­
til the end of 1976 without the agreement of 
IASC and ICCAP.
In other actions, it was agreed that the Elev­
enth International Congress of Accountants 
will be held in Munich on October 10-14, 1977, 
and Japan was admitted as a member of ICCAP.
Other members are Australia, Canada, France, 
the Federal Republic of Germany, India, Mexico, 
the Netherlands, the Philippines, the United 
Kingdom and the United States ( The CPA, 
Dec.72, p .2 ) .
"Harvard Business Review"runs AICPA ad
The Harvard Business Review is the first non- 
AICPA publication to run, as a public service, 
an institutional advertisement on the Institute’s 
minority program. The May-June issue carried 
the ad, which was developed by the committee 
on minority recruitment and equal opportunity 
to encourage the employment of minority 
accountants.
the CPA.
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“ Accounting is a weapon against poverty. . .  
and we strive to put this weapon in the hands of those who need it most.”
Highlights of the Board of Directors meeting
At its meeting in Colorado Springs, Colorado, on May 4-5, the AICPA Board 
of Directors adopted a resolution calling for the appointment of a special 
committee "to study whether the auditing standards which are currently con­
sidered appropriate and sufficient in the examination of financial statements 
should be changed in the light of Equity Funding and report its conclusions to 
the Board of Directors and the auditing standards executive committee.” 
Following the meeting, AICPA President LeRoy Layton named the following 
as members of the committee: Marvin L. Stone, Stone, Gray and Company, 
Denver, chairman; J. Theodore Arenberg, Jr., Arthur Andersen & Co., Chi­
cago; Leo E. Burger, McGladrey Hansen Dunn & Company, Cedar Rapids, 
Iowa; Robert C. Holsen, Ernst & Ernst, Cleveland; and Archie E. MacKay, 
Main Lafrentz & Co., New York City. For further details, see the June Journal 
of Accountancy (pages 5, 13-14).
In other actions, the Board
•  Approved AICPA participation in the establishment, maintenance and 
work of the International Accounting Standards Committee (IASC). In a re­
lated action AICPA President Layton named Joseph P. Cummings, deputy 
senior partner of Peat, Marwick, Mitchell & Co., to represent the AICPA on 
the committee. ( continued on page 15)
Highlights of the spring Council meeting
At its meeting in Colorado Springs on May 7-9, the AICPA Council approved 
the proposed revision of the Institute’s bylaws for submission in a mail ballot 
to members next fall. The revision contains the following two changes, which 
were added after the principal features of the draft were summarized in the 
March CPA (pp. 1,3) : ( 1) a provision for a 90-day delay between Council’s 
approval of an amendment to the bylaws or the Code of Ethics and its sub­
mission to the membership by mail ballot in order to permit additional time 
for discussion of the proposal and (2) a resolution to establish that the Insti­
tute’s fiscal year begin on August 1 rather than on September 1 to allow addi­
tional time for the preparation and distribution of the audited financial state­
ments prior to the AICPA annual meeting.
In addition, Council adopted a resolution amending Section 4.6 of the 
present bylaws to provide that the change in the Institute’s fiscal year become 
effective with the 1972-73 year, with the understanding that dues for the 
forthcoming year would then be billed at 11/12th of the established rates.
In other actions, Council
•  Approved resolutions recognizing the Financial Accounting Standards 
Board as the body designated to establish accounting principles under Rule 
203 of the Rules of Conduct (see page 5 for text) ( continued on page 11)
2from  the P resid en t 
LER O Y LAYTON
The need for a revised set of bylaws
Even at the risk of alienating most readers, I 
feel obliged as a matter of fair disclosure to warn 
you that this column will be devoted to the pro­
posed revision of the Institute’s bylaws, which 
was recently approved by Council for submission 
to the membership.
It is a substantial risk because few people find 
much enchantment in a set of bylaws.
There is even a greater danger here.
The overhaul of the Institute’s governing doc­
ument may convince some of you that it has fallen 
victim to a common ailment of organizations 
which John W . Gardner diagnosed in his excel­
lent little book entitled Self-Renewal.
"The new organization,” Dr. Gardner wrote, 
"is loose in procedure, unclear in organizational 
lines, variable in policies. It is willing to experi­
ment with a variety of ways to solve its problems. 
It is not bound by the weight of tradition. . . .  As 
it matures it develops settled ways of doing things 
and becomes more orderly, more efficient, more 
systematic. But it also becomes less flexible, less 
innovative, less willing to look freshly at each 
day’s experience. Its increasingly fixed routines 
are congealed in an elaborate body of written 
rules. In the final stages of organizational senility 
there is a rule or precedent for everything. Some­
one has said that the last act of a dying organi­
zation is to get out a new and enlarged edition of 
the rule book.”
The issuance of a revised set of bylaws for the 
Institute, however, should not be cited as evi­
dence that it is on its deathbed.
Editor: Barbara J. Shildneck 
Production Associate: Linda G. Schreiber
On the contrary, the revision represents a con­
scientious endeavor to strengthen the capacity of 
the organization to respond in a timely fashion— 
to enable it to retain an innovative spirit and 
thus its ability "to look freshly at each day’s 
experience.”
This is neither the time nor the place to explore 
in detail the numerous changes proposed in the 
revision. That detailed review will occur when 
the document, along with explanatory material, 
is circulated for discussion at the annual meeting 
in Atlanta and then for action in the mail ballot 
late next fall.
But it is appropriate to emphasize here and 
now some of the basic concepts underlying the 
revision.
One of the factors which prompted this re­
vamping of the bylaws was the explosive growth 
of the Institute— both in terms of the size of its 
membership and the range of its activities. That 
growth has been a legitimate cause for rejoicing; 
it has certainly enhanced the abilities of the or­
ganization to serve the profession and the public.
At the same time, however, the expansion in 
membership (it will soon exceed 100,000) has 
made it increasingly difficult for the organization 
to move with sufficient speed in meeting evolving 
problems if the required action entailed a modi­
fication of the bylaws.
Under the present setup, any amendment must 
be considered at the spring meeting of Council, 
debated at the business session of the annual 
meeting in the fall and then presented in a mail 
ballot to the entire membership. The whole 
process involves a substantial expense (some­
where in the neighborhood of $50,000— which is 
quite a neighborhood). But, more importantly, 
it is expensive in terms of time, for the whole 
procedure can consume more than a year.
In order to reduce the time required for 
processing bylaw changes, the revision would 
permit the Council at either its fall or spring 
meeting to approve a proposed amendment for 
submission to the membership in a mail ballot on 
or after 90 days following the Council’s action. 
That latter proviso is ( continued on page 12)
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3Annual meeting program shapes up
Some of the basic issues confronting the pro­
fession will be discussed during the technical 
sessions planned for the Institute’s 86th annual 
meeting to be held in Atlanta on October 14-16. 
After the annual business meeting on Monday 
morning, the technical program for the two-day 
event will consist of three plenary sessions and 
two sets of concurrent technical sessions.
On Monday afternoon the first plenary ses­
sion will consider the "New Approaches to Ac­
counting Standards” being taken by the AICPA 
Accounting Objectives Study Group, the Finan­
cial Accounting Standards Board, the Cost Ac­
counting Standards Board and the AICPA ac­
counting standards division.
A plenary session planned for Tuesday morn­
ing, which will be devoted to "The Social Mis­
sions of Accounting,” will emphasize the AICPA 
minority recruiting program, social measure­
ment and aid to schools and the arts and will 
be followed by two simultaneous sessions on 
practice management and on the international 
business scene.
The final plenary session, planned for Tues­
day afternoon, will address "The Prospects for 
Tax Reform” and will be followed by two con­
current sessions on the future developments in 
auditing and in management advisory services.
On the recommendation of the annual meet­
ing review committee, the usual Wednesday 
morning sessions and luncheon have been elim­
inated. The joint headquarters hotels are the 
Regency Hyatt House and the Marriott Motor 
Hotel.
Members to receive mailing on 
annual meeting highlights
A brochure describing the highlights of 
the annual meeting will soon be mailed 
to each Institute member. The brochure 
includes a coupon by which a member 
interested in attending the meeting may 
request advance registration and hotel 
reservation forms from the Institute.
The special mailing is a departure from 
the practice in previous years of publish­
ing the program highlights and advance 
registration and hotel reservation forms 
as an insert in the June CPA.
Members who have not received the 
program highlights by mid-July and who 
would like to register for the meeting 
and make hotel reservations should write 
to the AICPA meetings department.
AICPA participates in national telethon
The first televised Highway Safety Telethon 
was broadcast nationally during the Memorial 
Day Weekend, backed by the support of the 
American Institute of CPAs and 16 state CPA 
societies.
The telethon was for the benefit of the High­
way Safety Foundation, a nonprofit national or­
ganization, and all funds raised will be used for 
accident prevention educational programs con­
ducted by the Foundation.
From an operational as well as a fiscal point 
of view, the telethon was a success. The New 
York operation at the City Squire Motor Inn, 
spearheaded by Martin Rosenberg of the Insti­
tute staff, served as the data center for compiling 
the pledge tabulations that were reported in by 
the more than 200 CPA teams working at 54 
local television stations across the country. Func­
tioning around the clock, the New York team, 
including Myron Hubler and George Dick of 
the Institute staff, processed 36,000 individual 
pledge cards through the computers and tabu­
lated more than $1 million in pledges. During 
the telecast hosted by Sammy Davis, Jr., the as­
sistance of the state CPA societies and the Insti­
tute was acknowledged several times.
Summing up the reasons for the Institute’s 
involvement with the telethon, Mr. Rosenberg 
said, "Besides giving the accounting profession 
'visibility,’ it is a healthy exercise for a profes­
sional organization to occasionally divert a small 
portion of its human resources and to accept 
social responsibilities beyond those affecting the 
profession directly. . . .  It would be in the Insti­
tute’s long-range interests to involve itself peri­
odically in public service activities such as the 
telethon.”
4HUD reminds CPAs of Interstate Land Sales 
Full Disclosure Act requirements
Ed. N o t e :  The Office of Interstate Land Sales 
Registration ( OILSR)  recently re-emphasized its 
commitment to enforce the Interstate Land Sales 
Full Disclosure Act to ensure full and fair dis­
closure in interstate land sales transactions. As 
part of its campaign to communicate with CPAs 
who may be affected by the Act because of their 
professional relationships with unregistered de­
velopers, OILSR has requested the Institute to 
remind members of the requirements of the Act.
CPAs who have clients subject to the Interstate 
Land Sales Full Disclosure Act and related regu­
lations should be sure they and their clients are 
aware of the consequences of failing to under­
stand the Act.
The 1968 Interstate Land Sales Full Disclosure 
Act became effective April 28, 1969, and has now 
been operative for four years. Although OILSR 
has processed thousands of registrations on both 
domestic and foreign subdivisions, it is neverthe­
less likely that an even larger number of subdi­
visions covered by this Act are still unregistered.
Unless exempt, any developer with 50 or more 
lots or parcels of subdivided land who sells these 
lots by using the U.S. mails (or any other instru­
ment of interstate commerce) without first reg­
istering with OILSR and providing the pur­
chaser in advance of sale with an approved prop­
erty report is in violation of the law and may be 
sentenced to a jail term of five years or a $5,000 
fine, or both.
In addition, all sales are voidable at the elec­
tion of the purchaser. Besides refunding the pur­
chase price of the lot, the developer may be 
required to pay the reasonable costs of all 
improvements on the property. Once an unregis­
tered developer is faced with the wholesale 
repurchasing of properties previously sold, many 
of which have already been improved, his bank­
ruptcy is more than a remote possibility. All de­
velopers should be forewarned to reassess their 
positions on registration before it is too late.
CPAs reviewing financial statements of un­
registered developers should be aware that 
voidable sales may have been created because of 
a failure to register a subdivision covered by the 
Act, the impact of which must be taken into
consideration when expressing an opinion on 
such financial statements.
Any questions concerning the Act and its re­
lated regulations should be directed to George K. 
Bernstein, Administrator, Department of Hous­
ing and Urban Development, Office of Land 
Sales Registration, Washington, D.C. 20410.
Interpretation 401-2 of Code is 
clarified by ethics division
The division of professional ethics recently 
revised Interpretation 401-2 ("Reliance on work 
of others” ) to make a direct reference to the 
pertinent auditing standards pronouncement. 
The revised interpretation appears below:
Rule 401 makes clear that it is not improper 
for a member expressing his opinion on com­
bined or consolidated financial statements to in­
sist on auditing such components as are neces­
sary in his judgment to comply with Section 543 
of Statement on Auditing Standards No. 1.
The auditor’s exercise of judgment in this re­
gard is subject to review. Insistence upon audit­
ing an unreasonably large portion of the finan­
cial statements may lead to the conclusion that 
the auditor’s judgment was a part of a plan or 
design to solicit an engagement, which action 
would be a violation of Rule 401 against en­
croachment.
Ethics division issues Interpretation 203-2 
on status of FASB interpretations
Council is authorized under Rule 203 to desig­
nate a body to establish accounting principles 
and has designated the Financial Accounting 
Standards Board as such body. Council also has 
resolved that FASB Statements of Financial Ac­
counting Standards, together with those Ac­
counting Research Bulletins and APB Opinions 
which are not superseded by action of the FASB, 
constitute accounting principles as contemplated 
in Rule 203. [Ed. N o t e :  See the text of the 
Council resolution, page 5.]
In determining the existence of a departure 
from an accounting principle established by a 
Statement of Financial Accounting Standards, 
Accounting Research Bulletin or APB Opinion 
encompassed by Rule 203, the division of pro­
fessional ethics will construe such Statement, 
Bulletin or Opinion in the light of any inter­
pretations thereof issued by the FASB.
5Yale students receive Carey scholarships
Laurance S. Nowak, 26, and Albert Faraj 
Shamash, 21, both Yale University seniors from 
Los Angeles, have been awarded John L. Carey 
Scholarships for graduate work in accounting.
A candidate this spring for a B.A. degree in 
economics, with extensive independent study in 
multinational corporations, Mr. Nowak has 
served as an aviator in the U.S. Marine Corps. 
He flew combat missions in Vietnam and left 
active duty as a captain in 1969. Prior to his 
matriculation at Yale, Mr. Nowak started his 
own business in executive recruiting and the 
brokering of mergers and acquisitions. He is a 
graduate of Redlands High School, Redlands, 
California, where he was president of the Associ­
ated Student Body and a varsity letterman.
A native of Rangoon, Burma, Mr. Shamash is 
a candidate for the B.A.-M.A. degrees in eco­
nomics this spring and has been accepted for 
graduate study in business and law at Stanford 
University. At present Mr. Shamash is a teaching 
assistant in the introductory accounting course 
at Yale and in past years was a research assistant 
in economics. He has held various editorial posi­
tions on the Yale Daily News since his freshman 
year. W hile a senior at Los Angeles High School, 
where he played varsity tennis and was president 
of the school’s chapter of the California Scholar­
ship Federation, Mr. Shamash participated in the 
UCLA-related honors program.
The $3,000 scholarship was created to honor 
John L. Carey, former AICPA administrative 
vice president, on his retirement in 1969. Mr. 
Carey is a 1925 graduate of Yale.
Institute expels member
A sub-board of the Institute’s Trial Board met 
in New York City to consider charges of the 
ethics committee that David H. Wenger, 225 W . 
34th St., New York, N .Y ., had been convicted 
of filing false and fraudulent federal income tax 
returns and of conspiring to violate the federal 
antikickback statutes. The sub-board found that 
the ethics committee’s charges were proved. 
Upon such a finding, the bylaws require that the 
member concerned be expelled from the Insti­
tute.
Prior to the hearing, Mr. Wenger, who was 
not present when the sub-board convened, of­
ferred to resign from membership in the Institute.
The sub-board decided to reject his offer to 
resign.
Mr. Wenger filed a request for review of the 
sub-board decision within the time permitted for 
such appeal, and an ad hoc committee of the 
Trial Board, which considered the matter in May, 
denied the application. Accordingly, Mr. W en­
ger’s expulsion became effective on May 8, 1973.
Ed. N o t e :  The sub-board in each case decides 
whether the name of the respondent shall be pub­
lished in The CPA.
Council resolution designating 
the FASB under Rule 203
Whereas, in 1959 the Council desig­
nated the Accounting Principles Board to 
establish accounting principles, and
Whereas, the Council is advised that the 
Financial Accounting Standards Board 
has become operational, it is
Resolved, that as of the date hereof the 
Financial Accounting Standards Board, 
in respect of Statements of Financial Ac­
counting Standards finally adopted by 
such Board in accordance with its Rules 
of Procedure and the bylaws of the Fi­
nancial Accounting Foundation, be, and 
hereby is, designated by this Council as 
the body to establish accounting princi­
ples pursuant to Rule 203 of the Rules 
of Conduct of the American Institute of 
Certified Public Accountants; provided, 
however, any Accounting Research Bulle­
tins, or Opinions of the Accounting 
Principles Board presently issued or ap­
proved for exposure by the Accounting 
Principles Board prior to April 1, 1973, 
and finally adopted by such Board on or 
before June 30, 1973, shall constitute 
statements of accounting principles 
promulgated by a body designated by 
Council as contemplated in Rule 203 of 
the Rules of Conduct unless and until 
such time as they are expressly super­
seded by action of the FASB.
6Tax division testifies on proposed 
legislation on private pension plans
On May 22, Robert G. Skinner, chairman of 
the AICPA division of federal taxation, pre­
sented testimony before the Subcommittee on 
Private Pension Plans of the Senate Committee 
on Finance on the federal income tax aspects of 
private pension plan legislation. In general, the 
testimony was limited to the provisions of the 
Administration’s bill, the "Retirement Benefits 
Tax Act” (S  1631), relating to funding, eligibil­
ity, vesting and contribution limitations in the 
case of retirement plans covering self-employed 
individuals; deductions for individual retirement 
savings; and the imposition of an excise tax with 
respect to prohibited transactions. Testimony on 
disclosure and reporting requirements was gen­
erally limited to proposals in the Retirement In­
come Security for Employees bill (S  4 ) .
A summary of some of the Institute’s com­
ments follows. The Institute
• Generally agreed with the concept of a 
legislatively prescribed minimum funding stand­
ard to strengthen the private pension system.
• Favored legislation which would eliminate 
differences and provide equal treatment in con­
nection with employee benefit plans for both 
self-employed individuals and employees of cor­
porations.
• Thought the "3-2-1” service and age eligi­
bility tests proposed for plans covering self-em­
ployed individuals who are "owner-employees” 
should be eliminated. The Institute believes there 
is no basic justification for imposing more re­
strictive requirements for such plans than for 
employee benefit plans generally.
• Approved the establishment of a uniform 
vesting standard but opposed other variations 
which result in a two-tiered standard. The Insti­
tute believes the vesting standard should be keyed 
primarily to an employee’s length of service with 
his employer.
• Favored the concept of providing for de­
ductions for individual retirement savings.
• W as opposed to the special limitations on 
contributions to plans covering self-employed 
individuals but strongly supported the proposed 
increase in deductible contribution limits under 
HR 10 plans as an attempt to achieve greater 
equity than currently exists.
• Supported the proposal for shifting the
burden arising from prohibited transactions to 
the persons who engage in such transactions by 
the imposition of an excise tax rather than the 
denial of tax exemption of the trust.
• Supported the provision in certain bills re­
quiring that independent audits be conducted by 
qualified independent public accountants in 
accordance with generally accepted auditing 
standards.
The full text of the May 22 testimony will be 
published in the June Tax Adviser and in the 
Taxation department of the August Journal of 
Accountancy. A discussion of the proposed re­
quirements in certain bills on disclosure and 
reporting requirements will appear in the Wash-
AICPA comments on proposed 
inventory costing regulations
The Institute’s comments on the proposed 
regulations under Section 471 of the Internal 
Revenue Code, which relate to the use of the full 
absorption method of inventory costing, were 
presented to the IRS on May 31. Robert G. 
Skinner, AICPA tax division chairman, testified 
at public hearings that the Institute is particularly 
concerned with the consequences of the financial 
statement conformity criteria contained in the 
current proposals; the provisions that have the 
effect of deferring deductions, the timing of 
which is specified in the Code; and the failure to 
deal concurrently with the problems of valuation 
presently covered in Regulations Sections 1.471-2 
and 1.471-4.
In his testimony, Mr. Skinner explained that, 
although in inventory accounting the taxpayers’ 
practices for financial statement purposes should 
be acceptable for federal income tax purposes, 
the Institute is concerned that the implementation 
of the conformity of tax and financial accounting 
would result in the inhibition of desirable devel­
opments in financial accounting principles and 
reporting practices. Therefore, the Institute was 
opposed to the "financial statement eligibility 
tests.”
Other topics in the testimony covered the rec­
ognition of consistency in inventory valuations 
and the improvements to transitional rules for 
Lifo taxpayers. The text of Mr. Skinner’s com­
ments will be published in the July issues of The  
Journal of Accountancy and The Tax Adviser.
Announcing two new industry audit guides—
Audits of Finance 
Companies
This guide is designed to assist the independent accountant in 
examining and reporting on financial statements of finance companies.
The increasing availability of loans for businesses large and small 
as well as for individuals has changed the nature and role of finance 
companies. This new guide discusses these changes . . . the problems 
they create . . . and the modifications in accounting practices that may 
be required. Paperbound. List price $4.00
CONTENT HIGHLIGHTS—Finance income . . . Allowance for losses . . . 
Deferred start-up costs.. .  Insurance.. .  Financial statement... Finance re­
ceivables... Reposessions... Bulk purchase of receivables and acquisi­
tion of finance companies. . .  Dealers’ reserves and deferred certificates 
or holdbacks.. .  Credit questionnaire and compliance reports.. .  Auditing.
DISCOUNT PRICE TO AICPA MEMBERS $3.20
Audits of Colleges and 
Universities
This new audit guide concerns itself with the problems and policy 
changes facing the auditor of nonprofit institutions of higher education. 
Since 1968 when the American Council on Education published the 
manual, College and University Business Administration, the need to 
clarify, expand and develop new accounting and reporting practices for 
colleges and universities has become increasingly evident.
Audits of Colleges and Universities, the result of extensive research, 
has been developed to meet these needs. Paperbound. List price $4.00
CONTENT HIGHLIGHTS—Basic financial statements . . . Investment per­
formance . . . Investments exclusive of physical plant . . . Depreciation 
funds held in trust by others . . .  Institutions operated by religious groups 
. . .  Endowment income stabilization reserve . . .  Endowment fund invest­
ment gains . . .  Expired term endowments . . .  Debt service on education 
plant. . .  Loan fund matching grant. . .  Provisions for encumbrances . . .  
Annuity funds. . .  Agency funds. . .  Expenditures.
DISCOUNT PRICE TO AICPA MEMBERS $3.20
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New Accountants International Studies available—
Consolidated Financial 
Statements
This new study presents the current views and policies of account­
ing institutes in Canada, the United Kingdom and the United States with 
respect to combining the financial statements of one or more subsidiary 
companies with the financial statements of the parent company.
The study focuses on the needs, limitations, concepts and criteria  
for consolidated financial statements as reflected in the attitudes and 
practices of the countries that participated in the study. Paperbound. 
List price $1.75
CONTENT HIGHLIGHTS—Support of present practices . . . Miscellaneous 
consolidated topics . . . Minority interests . . . Accounting requirements for 
unconsolidated subsidiaries and other voting equity capital interests . . .  Parent 
company statements . . . Component company statements . . . Intercompany 
eliminations. . .  Income taxes. . .  Conclusions.
DISCOUNT PRICE TO AICPA MEMBERS $1.40
The Funds Statement
This new study explores the importance of including “Funds State­
ment” as part of the annual financial statement. The term “funds” is 
clarified and the question of whether flexibility in form to meet varying 
situations is a desirable objective is discussed.
The study considers statutory requirements as well as present prac­
tices and recommendations of the accounting institutes involved. 
Paperbound. List price $1.75
CONTENT HIGHLIGHTS—Extraordinary items and funds from operations . . . 
Non-fund items . . . Earnings from investments accounted for on the equity 
method . . . Presenting figures “broad” rather than “net” . . . Disposals of 
non-current assets . . . Non-current exchanges . . . Consolidation problems 
. . .  Loss on operations. . .  Undue emphasis on cash flow.
DISCOUNT PRICE TO AICPA MEMBERS $1.40
ACCOUNTANTS INTERNATIONAL STUDIES
These concise studies are jointly produced by the professional 
accounting institutes of Canada, the United Kingdom and the United 
States as a means of comparing the attitudes, practices and procedures 
in these countries with respect to important areas of accounting and 
auditing. They also highlight those areas that may need further study.
Note — These new Accountants International Studies are being sent free of 
charge to members of the Accounting Research Association.
a
Just re-published in a soft cover edition—
Horizons for a Profession:
The Common Body of Knowledge for Certified  
Public Accountants
BY ROBERT H. ROY AND JAMES H. MacNEILL
First published in 1966, this study—based on extensive research 
and consultation—seeks to identify the various kinds of fundamental 
knowledge which has proved and will prove most useful to those just 
entering the accounting profession.
The authors of this important study realized that accounting is 
constantly on the threshold of change—with new methods in mathe­
matics, the increasing use of computers and more and more people from  
all walks of life requiring the skills and sound judgment of the CPA. They 
have, therefore, formulated a basis of understanding that is needed to 
meet the challenges of the present and the future.
Probably the single most impressive feature of the study is its 
emphasis on conceptual understanding in preference to procedural skill. 
This is reflected in every category of knowledge considered necessary 
for today’s CPA—accounting, the humanities, economics and behavioral 
science, mathematics and statistics and the functional fields of business.
The common body of knowledge which thus emerges is not a fixed, 
immutable, inventory but rather a foundation for a dynamic store of 
learning, constantly augmented over the lifetime of the beginning CPA. 
Soft vinyl cover. List price $7.50.
Special Features of the Study
■ Describes in detail the common body of knowledge which today’s 
CPA should possess in order to meet the challenges ahead.
■ Reviews the extent to which accounting education has been modified 
to take advantage of new concepts and new techniques.
■ Ranks several diverse subjects—53 in all—which teachers, practi­
tioners and others regard as most important from a broad professional 
point of view.
■ Discusses what may be done to achieve better results in such impor­
tant areas as graduate study, academic research and professional 
development.
■ Surveys the current scope of accounting practice and indicates those 
areas where CPAs may need to acquire additional knowledge.
Please Use AICPA Member Discount Form on Reverse Side
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DISCOUNT PRICE TO AICPA MEMBERS $6.00
DISCOUNT ORDER FORM /  FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N.Y. 10019
G entlem en: Please send, postpaid, the publications indicated below —at the 
AICPA m em ber discount prices shown. Our paym ent is enclosed.
_____  Audits of Finance Com panies (013316) @ $3.20 --------------
_____  Audits of Colleges and Universities (013320) @ $3.20 --------------
_____  No. 6: Consolidated Financial S tatem ents (002063) @ $ 1 . 4 0 * ________
_____  No. 7: The Funds Statem ent (002078) @ $1.40* ________
_____  Horizons for a Profession (035103) @ $6.00 ________
Also send the following earlier s tu d ie s . . .
INDUSTRY AUDIT GUIDES
_____  Stock Life Insurance Companies (013301) @ $3.60 --------------
_____  Savings and Loan Associations (012510) @ $3.20 --------------
_____  Brokers and Dealers in Securities (012012) @ $3.60 --------------
_____  Hospital Audit Guide (012402) @ $2.20 --------------
_____  Employee Health and Welfare Benefit Funds (012309) @ $2.20 ________
_____  Medicare Audit Guide (012205) @ $2.20 ________
_____  Banks (011128) @ $2.20 ________
---------  Audits of Personal Financial Statements (013104) @ $2.20 ________
---------  Fire and Casualty Insurance Companies (012101) @ $2.20 ________
---------  Construction Contractors (010604) @ $2.20 ________
_____  Post Binders (011005) @ $3.60 ________
ACCOUNTANTS INTERNATIONAL STUDIES
---------  No. 1: Accounting and Auditing Approaches to Inventories
(002010) @ $1.20* ________
---------  No. 2: Independent Auditor’s Reporting Standards (002025) @ $1.40* ________
---------  No. 4: Accounting for Corporate Income Taxes (002044) @ $1.40* ________
---------  No. 5: Reporting by Diversified Companies (002059) @ $1.40* ________
---------  Post Binders (002006) @ $3.20 ________
Total enclosed ________
MEMBER’S NAME____________________________________________________ __________
FIRM_____________________________________________________________ _____________
(if part of mailing address)
ADDRESS______________________________________________________________________
CITY______________________________________ STATE________________ ZIP___________
*N O T E : A ICPA m em ber discount is available only if total order is $2.50 or more.
(Please add 7 percent sales tax in New York City. Elsewhere in New
York State, add 4 percent state tax plus local tax if applicable.) 11 0 3 0
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General Mills Foundation—AICPA 
Scholarships are established
Through a contribution to the Accounting 
Education Fund for Disadvantaged Stu­
dents, the General Mills Foundation has 
made possible scholarships of $1,000 
each at five schools.
The schools are Florida A&M University, 
Southern University in Baton Rouge, 
Texas Southern University, the Graduate 
School of Business at Stanford University 
and the University of Minnesota.
All scholarships are for minority students. 
At the undergraduate level, they are lim­
ited to juniors or seniors majoring in 
accounting. At the graduate level, the 
scholarships may be granted to minority 
students majoring in either accounting or 
finance.
The scholarships will be known as the 
General Mills Foundation—AICPA Schol­
arships. Acting immediately in response 
to need, Southern University has already 
granted its scholarship to Florence Phil­
lips Worthy, a junior accounting major 
with a 4.0 average in accounting.
Council meeting highlights ( from page 1)
and designating the executive committee of the 
accounting standards division as the Institute’s 
senior technical committee on matters of finan­
cial accounting and reporting and on cost ac­
counting (see page 12 for text).
• Elected seven members to three-year terms 
on the Trial Board and two members to fill va­
cancies, one for a two-year term and one for a 
one-year term (see box on page 14).
• Elected Clifford T. Fay, of Illinois, and 
Elliott E. Dittelman, of Rhode Island, to fill 
vacancies on Council created by the resignations 
of Russell P. Hughes, Jr., and Armand D. 
DuRocher.
In addition, Council members participated in 
four "town-hall” sessions that examined some 
of the issues currently confronting the profes­
sion ; received a report from John Biegler on the 
Financial Accounting Foundation; and were ad­
dressed by U.S. Comptroller General Elmer B. 
Staats on the General Accounting Office (see 
the June issue of The Journal of Accountancy, 
pages 9-12) and by the presidents of the Amer­
ican Accounting Association, Robert T . Sprouse, 
the CPA-State Society Executives Association, 
Joseph Sperstad, and the National Association 
of State Boards of Accountancy, Joseph Brock.
AICPA President LeRoy Layton presided at 
the meeting.
The Faculty Summer Seminar of representatives of 
accounting departments in the traditionally black colleges 
and universities in Rosslyn, Virginia, June 3-8 , was 
again cosponsored by the AICPA and the Virginia Society 
of CPAs. Above, Benjamin Newhouse of Florida A&M  
University describes a successful internship program. 
At right, Dr. Herman Smith of the National Association 
of State Universities and Land-Grant Colleges talks 
about “ grantsmanship.” The program dealt with new issues 
in accounting, trends in education, and problems 
and opportunities of black schools.
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President Layton ( continued from page 2 )  
designed to allow time for a discussion of the 
issues before the voting begins.
The membership canvass would still be costly; 
but it is a burden on the budget which ought to 
be fully acceptable if a proposed amendment 
would affect a fundamental right of the mem­
bership.
It is a questionable cost, however, when the 
proposed change concerns a procedural or opera­
tional matter of lesser consequence.
Hence the new version of the bylaws incorpo­
rates several changes which would enable the 
Council or the Board of Directors to act on such 
matters. One of the new provisions, for example, 
would empower the Board of Directors to au­
thorize the Institute to enter into an agreement 
with a state society for a joint trial of common 
members charged with violations of the Code of 
Professional Ethics. Such a cooperative plan is 
now under study; if it wins the endorsement of 
the state societies, the new provision would per­
mit the Institute to implement the plan without 
having to go through the cumbersome process of 
seeking another bylaw amendment.
Another fact of organizational life has been 
recognized in the proposed revision.
As the Institute has grown into a multimillion 
dollar enterprise with a many faceted program, it 
has become virtually imperative for the volunteer 
officers to rely heavily upon the full-time execu­
tive who heads the staff for overall direction of 
the day-to-day activities of the organization. A 
committee which reviewed the Institute’s struc­
ture some years ago made a number of recom­
mendations designed to clarify the differing re­
sponsibilities of the volunteer and full-time offi­
cers. Most of these have been adopted. The 
revised bylaws incorporate one of the commit­
tee’s most significant proposals still to be imple­
mented— the transfer of the title of president 
from the top volunteer officer to the chief staff 
executive, with the volunteer officer being given 
the new title of chairman of the Board of 
Directors.
The change has much to recommend it. Above 
all, the full-time officer would acquire a title 
which will enhance his abilities, as a long-term 
employee, to represent the organization on a 
continuing basis before influential groups.
Some of you may view this proposed change 
of title with apprehension— regarding it as a pos-
Council resolution granting 
senior status to accounting 
standards committee
Whereas, in 1959 the Council desig­
nated the Accounting Principles Board to 
establish accounting principles, and 
Whereas, the Council is advised that the 
Financial Accounting Standards Board 
has become operational, it is 
Resolved, that as of April 1, 1973, all 
authority of the Accounting Principles 
Board shall terminate, except in respect 
of action taken on pronouncements of 
such Board approved prior to April 1, 
1973, for exposure, and action of the 
APB chairman in respect of pronounce­
ments not issued by such Board; and that 
on June 30, 1973, or upon approval for 
final issuance for all such APB pro­
nouncements, whichever first occurs, the 
Accounting Principles Board shall be 
dissolved.
Resolved, that the accounting standards 
executive committee is hereby desig­
nated as the senior technical committee 
of the Institute with respect to financial 
accounting and reporting, and cost ac­
counting, as defined in the statement of 
its responsibilities, authority and struc­
ture approved by the Board of Directors, 
except as hereinabove provided with 
respect to the authority of the Account­
ing Principles Board and its chairman 
until the dissolution of such Board.
sible surrender of power by the membership to 
the staff of the organization.
But this is a needless fear.
As clearly indicated in the revision, the chair­
man would remain the principal agent of the 
Board, of the Council and thus of the member­
ship in the formulation of policies for the organi­
zation. The full-time president, elected by the 
Council, is expected to provide the day-to-day 
management of the organization— implementing 
(and this is of crucial importance) the policy 
directives of the volunteers.
The Council would remain the body endowed 
(in the words of the bylaws) with "all powers
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requisite for the purposes of the Institute.” It has 
always been a key factor in representing the 
membership; if the new bylaws are adopted, it 
would become an even more vital instrument of 
control on behalf of the membership. Thus, each 
of you ought to be deeply concerned about its 
selection, and, if it appears necessary to ensure a 
proper representation, you should take full ad­
vantage of the bylaw provision for independent 
nomination of Council members.
There are a number of other significant 
changes proposed in the revision. They deserve 
the thoughtful consideration of all of you—  
though I readily concede that a document of this
type can hardly compete in readability with the 
pages of Playboy— or even, for that matter, with 
The Journal of Accountancy.
Last year, the members reconfirmed their com­
mitment to a high standard of performance by 
adoption of the new ethics code by an over­
whelming vote.
I hope that a similar reception will be accorded 
the revised bylaws next fall. For, in a sense, 
the revision also represents an important com­
mitment— a commitment to increasing the effec­
tiveness of the Institute so that it will be ready 
and able to adjust promptly to its constantly 
changing environment.
New publications cover accounting, taxation, MAS, auditing, the CPA exam
The Institute publications described below 
are now available to members. They may be ob­
tained from the AICPA order department. (List 
prices are subject to the 20 percent AICPA mem­
ber discount if the total order is $2.50 or more.)
• Accounting Research Study No. 13, The A c­
counting Basis of Inventories. This study, by 
Horace G. Barden, CPA, examines present al­
ternative methods of pricing inventory, evaluates 
them in terms of the objectives of financial ac­
counting, and makes recommendations to nar­
row the range of acceptable practice and to in­
crease the comparability of financial statements 
(T h e  CPA, Apr.73 insert). List price is $4.50.
• Accounting Research Study No. 14, Account­
ing for Research and Development Expendi­
tures. In this study Oscar S. Gellein and Maurice
S. Newman, CPAs, consider the problems of de­
fining and reporting on research and develop­
ment activities and discuss the alternative ac­
counting procedures used to report their costs 
(T h e CPA, May73 insert). List price is $4.
• Estate Planning Selections. This compilation 
of articles from The Tax Adviser presents a 
variety of planning approaches and techniques 
that can help minimize estate and gift tax liabil­
ities in a wide range of situations. The authors 
of the articles are estate planning authorities, as 
are the editors— Byrle M. Abbin, CPA, Bernard 
Barnett, CPA, and Edward S. Schlesinger, Esq. 
(T h e  CPA, May73 insert). List price is $9.
• Management Advisory Services Technical 
Study No. 9, "Production Scheduling.” This
study discusses the basic principles of produc­
tion scheduling that are applicable to both a 
small business, such as a service company, and 
to a large, complex operation, such as a manu­
facturing plant ( The CPA, Apr.73 insert). List 
price is $3.75.
• Accounting for Retail Land Sales. This in­
dustry accounting guide is designed to assist 
AICPA members in examining and reporting on 
financial statements of retail land sales compa­
nies. (See the March issue of The Journal of 
Accountancy, page 12, for further details and 
The CPA, Feb.73 insert.) List price is $2.
• Audits of Brokers and Dealers in Securi­
ties. This industry audit guide describes the pro­
cedures unique to the industry and illustrates 
the form and content of broker-dealer financial 
statements and pertinent informative disclo­
sures. The guide includes discussions of broker­
age transactions, accounting records, internal 
accounting controls and procedures for safe­
guarding securities, and unique aspects of the 
examination (T h e  CPA, A pr.73 insert). List 
price is $4.50.
• Uniform CPA Examination Questions and 
Unofficial Answers —  November 1972, a sup­
plement to The Journal of Accountancy. This 
booklet presents the text of the November 1972 
CPA examination and the unofficial answers and 
study references for the exam. Each copy is $.75. 
Members may arrange to receive these semian­
nual supplements on a subscription basis at $1.50 
a year.
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Seminar provides financial counseling 
for arts organizations in New York area
"The accounting profession performed a 
much-needed service. . . . Seminars such as these 
not only improve and enhance the image of the 
profession but also perform an overdue service 
to a completely unrelated group.”
This was the typical response to the pilot 
seminar on financial management for arts or­
ganizations which was held last month in New 
York City under the joint sponsorship of the 
Associated Councils of the Arts and the AICPA. 
The purpose of the seminar was to provide arts 
institutions with professional advice on how to 
gain maximum advantage from the financial re­
sources available to them, how to use financial 
information for short- and long-term planning 
and how to encourage public and private fund­
ing through good fiscal reporting.
Council elects members to Trial Board
The following members were elected by 
Council at its spring meeting to serve 
three-year terms, beginning May 31,
1973, on the Trial Board:
Lawrence H. Baberick, Main Lafrentz & 
Co., Philadelphia 
Sidney A. Champagne, L. A. Champagne
& Co., Baton Rouge, Louisiana 
R. Neal Fulk, Ernst & Ernst, Chicago 
George E. Greene, Geo. E. Greene and 
Co., Bloomington, Indiana 
Bernard B. Isaacson, J. K. Lasser & Com­
pany, Wilmington, Delaware 
George W . Sinderson, George Sinder­
son & Company, Kansas City, Mis­
souri
E. Palmer Tang, Touche Ross & Co., Min­
neapolis, Minnesota
In addition, Edwin E. Merriman, Edwin E. 
Merriman & Co., Lubbock, Texas, was 
elected to a two-year term on the Trial 
Board to fill a vacancy created by the res­
ignation of Marshall S. Armstrong, and 
Robert C. Ellyson, Coopers & Lybrand, 
Miami, Florida, was elected to a one- 
year term to fill a vacancy created by the 
resignation of Samuel A. Derieux.
Approximately 50 management executives 
and financial directors of arts organizations in 
Connecticut, New Jersey and New York at­
tended the seminar.
The program contained presentations on the 
purpose and concepts of financial statements; 
the preparation of financial statements; budget­
ing techniques; internal controls for small or­
ganizations; and federal and state reporting 
requirements. The presentations were made by 
the following accountants practicing in New 
York City, all of whom have had experience 
with nonprofit or arts institutions: Malvern J. 
Gross, partner, Price Waterhouse & Co.; Robert 
N. Landauer and Charles A. Nelson, partner 
and principal, respectively, of Peat, Marwick, 
Mitchell & Co.; Francis Neuwirth, partner, 
Pinto, Winokur & Pagano; and Allan Gahtan, 
manager, Coopers & Lybrand.
Lloyd H. Haldeman, president of C. W . S. 
Arts & Education Management Corp., and Ar­
thur Kerr, associate director of the N. Y . State 
Council on the Arts, were the luncheon speakers. 
LeRoy Layton, AICPA president, and Wallace 
E. Olson, AICPA executive vice president, also 
addressed the group.
Cochairmen of the seminar were John B. 
Hightower, president of the Associated Councils 
of the Arts, and Robert P. Gibbons, principal, 
Touche Ross & Co.
Continued member support 
needed by ARA
At June 2, 1973, pledges to the Accounting 
Research Association by firms and individual 
members reached $2,178,788; of this figure, 
$1,321,478 had actually been received. The lag 
between pledges and receipts is due to the fact 
that a number of firms pay their dues in quar­
terly installments.
In May, a general ARA mailing was made to 
all AICPA members who are not members of 
ARA. This was followed in June by a campaign 
in which AICPA Council members approached 
those firms in their areas that are not currently 
members of ARA. It is hoped that all firms rep­
resented in the Institute membership will give 
serious consideration to support of the ARA and, 
through it, to the support of the Financial Ac­
counting Standards Board and the profession’s 
overall research program.
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Professional ethics division answers 
members' queries on independence
Q . A firm performs a payroll preparation serv­
ice for its clients on an in-house computer. A 
single bank account in the firm’s name is used 
to clear all checks prepared for clients using 
this service. Individual employee checks are co­
signed by a member of the firm as well as by an 
officer of each of the respective clients. The cli­
ents reimburse the firm within one day for the 
net amount of the payrolls. Would the firm be 
independent with respect to audit clients who 
avail themselves of this service?
A. No. The firm’s independence is impaired be­
cause the service does not conform to the re­
quirements of Interpretation 101-3. The firm 
would be independent if the payroll processing 
procedures were modified so as not to require 
use of the firm’s bank account and the firm’s 
cosignature on the payroll checks. Even if such 
modifications were made, however, the Securi­
ties and Exchange Commission would not con­
sider the firm independent with respect to SEC 
filings.
Q . A large bank having a number of common 
trust funds has requested a firm to audit one of 
the funds. Would the firm be independent of the 
fund if ( 1) a partner had an immaterial finan­
cial equity interest in the bank and (2 ) the firm 
had a revolving loan agreement with the bank 
pursuant to which seasonal financings were 
made?
A. ( 1) No. The audit of the common trust 
funds of the bank would involve auditing the 
trusteeship and custodianship activities and re­
sponsibilities of the bank. W ith respect to inde­
pendence, no significant difference exists between 
the bank and the common trust funds which it 
maintains. Therefore, if a partner of the firm 
owns stock in the bank, he and the firm would 
have a direct financial interest in the bank 
and would be considered lacking in indepen­
dence concerning the bank’s common trust funds 
without regard to materiality of the equity in­
terest.
( 2 ) A loan from a financial institution creates 
an indirect financial interest. Whether it would 
cause a loss of independence would be deter­
mined by the criteria set forth in Rule 101 A-3 
of the Code of Professional Ethics.
Accounting Principles Board C hairm an Philip L. D e­
fliese (left) and A ICPA President LeRoy Layton spoke 
at an inform al d inner held to honor present and fo r­
mer APB members. The d inner took p lace a t the  
W ald o rf-A s to ria  Hotel in N e w  York City during the 
B oard ’s final meeting on June 1 1 -1 3 .
Board meeting highlights ( from page 1 )
• Approved a recommendation of the inter­
national qualifications appraisal committee for 
the development of a standard educational re­
quirement to be met by CPA candidates edu­
cated in foreign schools and for the establish­
ment of a service to provide evaluations of 
foreign credentials at the request of state licens­
ing bodies.
• Approved the format and technical pro­
gram for the AICPA’s annual meeting this fall 
in Atlanta.
• Authorized the production of a film to as­
sist in the profession’s efforts to encourage more 
members of minorities to enter the accounting 
profession.
• Adopted several modifications in the re­
view program developed by the special commit­
tee appointed to consider the SEC’s request for a 
review of certain CPA firms’ quality control 
standards, with the understanding that it would 
be referred back to the Board after submission to 
the SEC Chief Accountant for his consideration.
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Practice units to be listed in firm 
directory should file data with AICPA
All eligible accounting firms and individual 
practitioners should be sure to return to the Insti­
tute the card requesting directory information 
which was mailed to the Institute membership 
in April. The information is necessary to insure 
proper listing in the new AICPA firm directory, 
which is scheduled for publication in the fall.
A covering letter from John Lawler, AICPA 
secretary, explained that
• In keeping with a decision of the Board of 
Directors, a firm will be listed only if all its part­
ners (or shareholders) who are currently active 
in the practice and who are residents of the U.S. 
are members of the Institute.
• Only bona fide offices of eligible firms in the 
U. S. will be listed— i.e., not locations at which 
only telephone-answering service is provided.
• Classification as an individual practitioner 
for purposes of this listing will result in the same 
classification for dues purposes.
The listing will be arranged geographically by 
states and cities and will give only firm names 
and addresses.
Members who are not in practice either as 
individual practitioners or as partners (share­
holders) of firms need not return the directory 
card.
The directory will be sent this fall to bankers, 
investment bankers, government agencies, firms, 
individual practitioners and others interested in 
professional accounting services. It will be avail­
able to members on request free of charge.
Members who failed to receive the directory 
questionnaire, which serves as the basis for list­
ing, should write to the manager of the AICPA 
membership records department.
Post-annual-meeting trip 
to Central America
The Institute is sponsoring a 17-day trip 
to Central America following the In­
stitute's annual meeting in Atlanta, 
Georgia, on October 14-16. Stops in­
cluded are the Panama Canal, Panama, 
Costa Rica, Nicaragua, El Salvador and 
Guatemala. Members interested in the 
tour may obtain descriptive brochures 
from Travel-Time, Inc., 1660 L Street, 
N.W ., Washington, D.C. 20036. The 
fare is $998.
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“Accounting Is a weapon against poverty. . .  
and we strive to put this weapon in the hands of those who need it most.”
Members to receive biweekly newsletter
In order to keep members more currently informed of developments affecting 
their work, the Institute will inaugurate a biweekly newsletter early this fall.
It will be sent to all members without charge. Written in a concise style, 
it will cover news from various sources, e.g., the wide-ranging activities of 
AICPA committees, decisions of the Financial Accounting Standards Board 
and actions by key governmental agencies.
The newsletter will be supplemented by a special section incorporated 
into copies of The Journal o f Accountancy sent to members. The new section 
will include messages from AICPA officers, official reports and announce­
ments of new publications and continuing education courses—much like the 
content of the present CPA.
The next issue of The CPA in September will constitute an annual report 
to the membership— including a review of the significant events of the year 
and the 1972-73 financial statements. Succeeding issues will be in the news­
letter format.
Highlights of the Board of Directors meeting
At its meeting on July 19-20 in New York City, the AICPA Board of Directors 
received the final report of the AICPA/NASBA Committee on Professional 
Recognition and Regulation and authorized the president to submit the com­
mittee’s recommendations to appropriate committees of the Institute for further 
study. Specific programs of implementation for each proposal are to be sub­
mitted to the Board of Directors at a later date for action.
In other actions, the Board
• Accepted the position statement on professional schools of accounting 
presented by the education executive committee with minor changes in word­
ing (see page 6 for the text of the statement).
• Approved in principle the recommendation of the executive committee 
of the federal taxation division that the Board’s policy statement of October 8,
1971, on the conformity of tax and financial accounting be revised. The revision 
would permit the tax division ”to acquiesce, on a selective basis, in the require­
ment that eligibility to use certain tax accounting methods is contingent upon 
the use of such method for financial statement purposes.” The Board directed 
the tax division to obtain the concurrence of the accounting standards executive 
committee prior to submission of a revised policy statement to the Board for 
action.
• Elected William H. Franklin of the Caterpillar Tractor Co. and Rich­
ard T . Baker of Ernst & Ernst to three-year terms on the Financial Accounting 
Foundation Board of Trustees. Samuel A. Derieux, president-nominee of the 
AICPA, will succeed on his election to the ex-officio position on the FAF 
Board now held by AICPA President LeRoy Layton. ( continued on page 11)
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The changing nature of practice
One of the significant issues confronting the 
accounting profession is the scope of its practice.
Accounting is increasingly recognized as a 
major profession which can and does make a vital 
contribution to our economic system— and, in­
deed, has a substantial part to play in the devel­
opment of a worldwide business community.
Its contribution will continue to grow in im­
portance, however, only if  (and the proviso 
should be emphasized) the profession is ready 
to respond creatively to the evolving needs of 
society without ever losing sight of any inherent 
limitations on its ability to serve.
This task of defining the profession’s role—  or, 
perhaps more accurately, its multiple roles—is 
particularly difficult at a time when so many ap­
parently contradictory forces are at work in 
shaping its future.
CPAs have been subjected to a good deal of 
sharp criticism— some of it perceptive, some of 
it misguided and all of it discomforting—about 
the caliber of their work in protecting the public. 
These challenges have been prompted in part by 
the spectacular collapse of a number of major 
companies; they have been echoed in liability 
suits filed against accounting firms; and they have 
been given added force by the self-criticism— 
often bordering on self-flagellation—issuing 
from members of the profession itself.
On the other hand, CPAs are being summoned 
to accept additional duties— for example, to ex­
tend the conventional audit to appraise the eco­
nomic viability of clients, to evaluate the
effectiveness of government programs in terms 
of their costs and declared purposes, to assist 
corporations in reporting on their efforts to fulfill 
their social obligations, to participate in attempts 
to provide valid forecasts of future results.
If one decided that the drumfire of criticism 
reflected a widespread decline in the profession’s 
reputation, the latter demands for increased 
responsibility would make little sense.
But, of course, no general loss of public con­
fidence in the profession has occurred.
The criticism represents both a growing recog­
nition of the profession’s significance and an 
understandable concern in an era of skepticism 
over whether or not the profession is fully aware 
of the trust placed in it. The requests that it 
venture beyond its traditional functions are 
further evidence that many knowledgeable peo­
ple expect more of the profession and feel en­
titled to do so because it has earned their respect 
by the overall quality of its performance.
Yet we must not relax in the comfort of that 
consoling thought.
That is why, as reported in a recent issue of 
The CPA, a special committee is exploring 
the possible effect of these developments on the 
nature and scope of accounting practice over 
the next decade.
Chaired by former AICPA President Louis M. 
Kessler, the committee is composed of 14 expe­
rienced and articulate individuals representing 
the various disciplines within the profession, in­
cluding three men who are intimately familiar 
with the opportunities for and the problems of 
local firms.
Among the questions being considered by the 
committee are these:
• What are the pressures and opportunities 
for the accounting profession to provide new 
services?
• Why are diverse services sought from CPA 
firms in preference to other organizations? Is 
there a common thread among the reasons?
• What criteria (e.g., legality, competence, 
independence with respect to auditing, image, 
etc.) might be used to (continued on page 12)
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3Phoenix project demonstrates effect of accounting aid to minority business
A Business Resource Center— an organization 
sponsored by prominent business leaders to mo­
bilize, coordinate and deploy the resources of 
business in support of local minority business 
enterprise—has proved to be a viable means of 
providing individual counseling to minority en­
trepreneurs in Phoenix, Arizona. The program, 
which was funded by the Office of Minority Busi­
ness Enterprise (OMBE) of the Department of 
Commerce and supported by the Arizona Society 
of CPAs, illustrates how the accounting profes­
sion’s efforts to assist the disadvantaged can be 
efficiently coordinated with similar programs of 
various segments of the business sector.
James Wiley, chairman of the Phoenix Cham­
ber of Commerce Human Resources Committee, 
met with representatives of various professional 
and business organizations in spring 1972 to dis­
cuss the formation and operation of a Business 
Resource Center. Subsequent planning sessions 
were held, culminating in the incorporation of 
the Metro Phoenix Business Resource Center, 
Inc., on June 9, 1972. A board of directors, rep­
resenting a cross-section of the various profes­
sions and prominent minority businessmen, was 
elected and the business of developing a working 
organization began.
On October 10, a press conference was held 
to announce the formation of the Center and to 
introduce its executive director, Rod Gutierrez, 
whose background includes extensive educa­
tional and professional experience in manage­
ment consulting, including consulting in the 
Watts area of Los Angeles. After two additional 
staff people were recruited, the Center was in 
operation.
One demonstration of the need for such an 
organization was the number of requests for 
assistance that began pouring in. Each request 
was evaluated by the BRC staff to determine 
what assistance was needed and which volunteer 
resources should be used. It was soon apparent 
that a great deal of accounting assistance was 
necessary and that volunteer counselors from the 
accounting profession should be used extensively.
Although accounting organizations, such as 
the Arizona Society of CPAs and the NAA, had 
previously been involved in assisting disadvan­
taged minority businessmen, success had been 
minimal. However, with references evaluated 
and funneled through the BRC, the actual work
of accounting assistance and counseling began 
immediately. The streamlined procedures paid 
off. From November 1972 through April 1973, 
24 businesses received over 200 hours of ac­
counting assistance from 14 accounting volun­
teers.
One factor contributing to the success of the 
Phoenix project is the involvement of the Ari­
zona Society of CPAs’ Socio-Economic Commit­
tee, which is chaired by Ronald C. Evensen. The 
committee is the Society’s counterpart to the 
AICPA’s committee on economic opportunity, 
chaired by Robert Boyer, whose objectives are 
to encourage state societies to organize and im­
plement programs of technical assistance pro­
vided by volunteer CPAs to emerging minority 
businessmen.
Readers interested in obtaining further infor­
mation about the Phoenix program should write 
to Mr. Evensen— who is also a member of the 
BRC board of directors— at Metro Phoenix Busi­
ness Resource Center, Inc., 2837 North 27th 
Street, Office J, Phoenix, Arizona 85016.
Ethics division issues revised 
Interpretation 502-9 of Code
The division of professional ethics re­
cently adopted a modification of Inter­
pretation 502-9 (“ Responsibility for 
publisher’s promotional efforts”). The 
revised version follows:
It is the responsibility of a member to 
see that the publisher or others who pro­
mote distribution of his writing observe 
the boundaries of professional dignity 
and make no claims that are not truthful 
and in good taste. The promotion may 
indicate the author’s background includ­
ing, for example, his education, profes­
sional society affiliations and the name 
of his firm, the title of his position and 
principal activities therein. Subjective 
designations or statements which pro­
claim the author as an expert in any 
specialty may not be used. Repetition of 
credits in a series of articles in the public 
press could be construed to be a viola­
tion of Rule 502.
FASB asks for users' experience with APB Opinions and ARBs
"In addition, matters now on the Board’s 
agenda may amend or replace certain other ex-
Marshall S. Armstrong, chairman of the Finan­
cial Accounting Standards Board, has asked for 
the views of AICPA members on whether any 
Accounting Research Bulletins and APB Opin­
ions need interpretation, amendment or replace­
ment. The request, dated July 12, follows:
"On July 1, 1973, the Financial Accounting 
Standards Board became responsible for interpre­
tation, amendment or replacement of the existing 
Accounting Research Bulletins and APB Opin­
ions. Amendment or replacement by the Stand­
ards Board of any of these pronouncements will 
generally involve a public hearing and thereafter 
will require the issuance of an exposure draft of 
the proposed Standard prior to its adoption by 
the Standards Board. Interpretations, which are 
intended to clarify, explain or elaborate on previ­
ous pronouncements, may be issued without 
hearings or public exposure after submission to 
the Financial Accounting Standards Advisory 
Council.
"The Board is interested in learning of the ex­
periences of users, preparers and auditors of fi­
nancial statements which would indicate that 
these existing pronouncements need ( 1) inter­
pretation, (2) amendment or (3) replacement. 
Accordingly, the Board hereby solicits written 
communications describing such experiences.
"Although written communications with re­
spect to any existing pronouncements will be 
considered, the Standards Board presently in­
tends to concentrate its evaluation of possible 
agenda items initially on the following pro­
nouncements which have been suggested by 
members of the Advisory Council and others as 
being areas of particular concern:
" •  ARB No. 51, 'Consolidated Financial 
Statements.’
" •  APB Opinion No. 8, 'Accounting for the 
Cost of Pension Plans.’
" •  APB Opinion No. 11, 'Accounting for In­
come Taxes.’
" •  APB Opinion No. 15, 'Earnings per 
Share.’
" •  APB Opinion No. 16, 'Business Combina­
tions.’
" •  APB Opinion No. 17, 'Intangible Assets.’ 
" •  APB Opinion No. 18, 'The Equity Method 
of Accounting for Investments in Common 
Stock.’
" •  APB Opinion No. 26, 'Early Extinguish­
ment of Debt.’
isting pronouncements.
"To permit timely consideration, the Board 
would appreciate receiving all written communi­
cations relating to the specified pronouncements 
by September 30, 1973. Letters should be ad­
dressed to the chairman of the Board.
"It should be pointed out that, in connection 
with existing pronouncements, various interested 
persons have requested the advice of the Stand­
ards Board or its staff regarding the meaning or 
application of these pronouncements. As a mat­
ter of policy, neither the Board nor its staff an­
swers individual technical inquiries or gives 
advice on accounting and financial reporting 
matters, whether by private ruling, personal 
opinion or otherwise. Accordingly, those sub­
mitting information under this request should 
not expect to receive individual comments on 
problems or experiences cited.”
Institute tax division discusses 
tax forms revision with IRS
Members of the AICPA tax division’s commit­
tee on tax forms met with members of the staff of 
the Tax Forms Development Branch of the IRS 
on June 11, 1973, in Washington, D.C. At the 
meeting, which is an annual occurrence, the com­
mittee presented its recommendations for revi­
sion of tax forms and related instructions.
The annual report of suggested tax form revi­
sions is the result of a cooperative effort between 
the AICPA and members of state society tax 
committees. The report, which attempts to com­
bine the best of all the suggestions received, 
is presented to the Service for its consideration 
prior to finalization of tax forms for the subse­
quent filing season.
Among the items discussed at the meeting were 
the "building block” concept of preparing re­
turns (i.e., attaching separate schedules as they 
are needed) and the development of taxable 
income through use of a logical sequence of the 
schedules which comprise a return.
At the Service’s request the tax division is now 
in the process of accumulating comments and 
suggestions from division members with regard 
to private foundation Forms 990 PF and 990 AR. 
The division’s suggestions will be presented to 
the Service in the near future.
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5IRS and AICPA tax division discuss tax administration matters
On June 21-22 the tax division’s committee on 
tax administration met in Washington, D.C., 
with Singleton B. Wolfe, Director, Audit Divi­
sion, IRS, and his staff to discuss matters of mu­
tual interest concerning the audit and compliance 
functions of the Service. Also attending the meet­
ing were Donald C. Alexander, Commissioner; 
Raymond F. Harless, Deputy Commissioner; 
John F. Hanlon, Assistant Commissioner, Com­
pliance; and John J. Flynn, North Atlantic Re­
gional Commissioner.
A formal agenda of the items discussed was 
prepared by both the Service and tax division 
representatives. Minutes of the discussions will 
appear in future issues of The Journal of Ac­
countancy and The Tax Adviser.
Among the items discussed was the fact that 
agents in the Mid-Atlantic Region were using 
Indirect Audit Methods (income reconstruction 
using T-accounts) in almost all cases involving 
Form 1040, Schedule C. Mr. Wolfe explained 
that agents had been instructed to be more dis­
cerning in their use of this method in the future.
At the meeting the Service announced that it 
is undertaking a major change in the structure 
and operation of the office audit branch. The
change, which involves the combining of field 
audit groups with office audit groups, will ulti­
mately lead to an end to the distinction between 
office and field auditors.
Mr. Wolfe also mentioned that the IRS is still 
opposed to the idea of licensing commercial tax 
return preparers. The IRS believes that other 
methods of control would be more effective, such 
as placing a penalty on the preparer if he know­
ingly understates income; authorizing the gov­
ernment to apply directly to the U.S. district 
courts for injunctions to prevent unscrupulous 
preparers from continuing to prepare returns; 
and requiring each preparer to furnish an annual 
information return listing all taxpayers and their 
identification numbers for whom returns were 
prepared.
An invitation was extended to Mr. Wolfe to 
participate in a panel session on Responsibilities 
in Tax Practice at the division’s fall meeting in 
Washington, D.C. Mr. Wolfe and members of 
his staff will address the responsibilities question 
from the IRS viewpoint, and members of the 
committee on responsibilities in tax practice will 
address the same question from a practitioner’s 
point of view.
Notice of Eighty-Sixth Annual Meeting 
American In s t itu te  Certified Public Accountants 
October 15,1973  
To Members of the  
American Institute of Certified Public Accountants
In accordance with the provisions of Article V, Section 5.1.3, 
of the bylaws of the American Institute of Certified Public 
Accountants, I hereby give notice that the regular annual 
meeting of the Institute will be held in the Phoenix Ballroom 
of the Regency Hyatt House Hotel, Atlanta, Georgia, begin­
ning at 9:00 A.M. on Monday, October 15, 1973.
The proposed revision of the bylaws of the Institute, as ap­
proved by Council, will be discussed at the meeting and sub­
sequently will be submitted to the members for mail ballot 
with a summary of the arguments for and against.
John Lawler, Secretary 
New York, New York 
July 1 6 , 1973
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AICPA Board of Directors statement 
on professional schools of accounting
From time to time the American Institute 
of Certified Public Accountants receives 
inquiries from educators concerning the 
profession’s official position regarding a 
variety of educational matters. A recent 
instance was whether the Institute would 
endorse professional schools of ac­
counting.
The Institute recognizes that during the 
last several years the professional di­
mension of accounting as an academic 
discipline has suffered a decline in many 
schools— a decline which is of great con­
cern to accountants. The Institute views 
this as contrary to the public interest, 
which requires that strong professional 
programs be generally available at uni­
versities throughout the United States.
The Institute strongly endorses any action 
which provides such strong professional 
programs. As one way and perhaps the 
preferable way of achieving an in­
creased emphasis on the professional 
dimension of the discipline, the Institute 
endorses and encourages the establish­
ment of professional schools of account­
ing at qualified and receptive colleges 
and universities.
AICPA Insurance Trust refund 
exceeds $7.5 million
On June 29, 1973, a new high record refund 
of over $7,750,000 was authorized for payment 
by the insurance committee of the AICPA Insur­
ance Trust. The amount—the twenty-fifth con­
secutive refund made since the Trust was estab­
lished in 1947—was about $750,000 greater than 
last year’s payment.
Reflecting the exceptionally good insurance 
experience for eligible subscribers of various ages 
under the CPA Plan, refund rates applicable to 
contributions for insurance during the 12-month 
period ended September 30, 1972, were 75%  
for subscribers who were under age 45, 56% 
for ages 45 to 55 and 50% for ages 55 to 65. 
In addition, a bonus refund was added to the 
above rates for subscribers who were recorded 
as remitting contributions on an annual or semi­
annual basis; the bonus was 4%  and 2 % , re­
spectively, based on the same contributions 
counted. Eligible subscribers age 65 or over also 
received the bonus distribution. The Group 
Insurance Plan refund rate applicable was 50% ; 
with dependents’ coverage in effect for the entire 
period of participation—or for one-half of such 
period— the rates were 46%  and 48% , re­
spectively.
Insurance now in force amounts to some $1.5 
billion, with more than 33,000 CPAs participat­
ing on an individual basis in the CPA Plan and 
about 43,000 proprietors, partners, employees 
and eligible dependents covered under the Group 
Insurance Plan.
Patricia P. Koontz, executive director of 
the Virginia Society of CPAs (center), 
presents a $ 2 ,0 0 0  check to Ruth Coles 
Harris, CPA, chairman o f the accounting 
department at Virginia Union University, 
Richmond, for the purchase of books 
for the school’s accounting library. The 
gift was made in behalf o f the Society 
and the AICPA, and was an outgrowth o f 
the joint sponsorship of the June 1972  
Faculty Summer Seminar. Looking on are  
Robert W . Carlson, chairman o f the 
Society’s Economic Opportunity and 
Educational Advancement Committee; 
W illiam  Robertson, aide to V irg in ia’s 
Governor Holton; and Allix B. James, 
president of VUU.
Announcing a new edition of a valuable reference. . .  
plus a unique new subscription service —
A c c o u n t a n t s ’ I n d e x — 1 9 7 2
21st Supplement
This unique reference has long been recognized as the most compre­
hensive guide to published accounting literature available. It deserves an 
important place in every professional accounting or business library.
The latest supplement of the Accountants’ Index lists every book, pam­
phlet, article and government document on accounting, auditing, taxation, 
finance, management and related business and professional subjects pub­
lished in English during 1972.
Each listing in the Index provides complete biographical information 
including title of the publication in which it appeared, country of origin, date 
of publication, and volume and page numbers. A special appendix lists current 
addresses for the more than 400 periodicals and publishers cited.
All of the listings are arranged alphabetically and fully cross referenced 
according to subject and — wherever applicable — by business, industry or 
trade. And when an article, book or study deals with more than one subject, 
it is listed under every appropriate heading — thereby enabling users of the 
Index to immediately locate all material that has been published on a particu­
lar question or problem. List price $30.00.
DISCOUNT PRICE TO AICPA MEMBERS $24.00
AVAILABLE BY SUBSCRIPTION -  A MORE TIMELY INDEX SERVICE
A new subscription service is now available — designed to bring 
information in a more timely fashion to users of the Accountants’ Index. 
The service will begin with indexing coverage for the 1973 calendar 
year.
Every three months during the first nine months of the year, a sup­
plement indexing all material published during the preceding quarter 
will be sent to subscribers. (Two supplements are currently available.) 
And at the end of the year, all of the material listed in the three quarterly 
supplements will be combined and integrated with fourth quarter material 
in a complete cloth bound volume covering the entire year.
This computer-generated service should prove extremely valuable 
as a means of insuring up-to-date research on today’s important and 
fast-breaking developments. List price for subscription covering three 
quarterly supplements plus complete annual volume $125.
DISCOUNT SUBSCRIPTION PRICE TO AICPA MEMBERS $100
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P r o f i t  R e c o g n i t i o n  o n  
S a l e s  o f  R e a l  E s t a t e
This new industry accounting guide provides CPAs with a more effective 
means of handling the problems involved in the timing of profit recognition 
on real estate sales.
The study focuses on the two major considerations of that timing —
a) the extent of the buyer’s investment in the property required to give 
reasonable certainty to collection of the seller’s receivables . . .
b) continuing involvement of the seller with property sold.
Keeping these and other considerations in mind, this authoritative study 
evaluates current practices and offers valuable recommendations for apply­
ing the basic principles of accounting for real estate transactions. It also de­
fines the timing of sales for purposes of recognizing profit.
The study also includes a number of practical illustrations which should 
prove a useful source of reference whenever you are confronted with account­
ing problems involved in real estate transactions. Paperbound. List price $2.00.
DISCOUNT PRICE TO AICPA MEMBERS $1.60
A c c o u n t i n g  f o r  
M o t i o n  P i c t u r e  F i l m s
This new industry accounting guide spotlights the accounting problems 
which exist due to the accumulation of film costs and the amortization of 
such costs against revenues realized from motion picture films. It assists the 
auditor of films by solving major TV and movie accounting problems and by 
prescribing uniform methods whenever possible.
The guide focuses on the four methods of Accounting for Revenue, dis­
cussing the advantages and disadvantages of each and explaining in detail 
why some of the methods are considered acceptable practices while others 
are not. It describes the differences between Individual Film Forecast Com­
putations and Periodic Table Computations followed by a recommendation on 
which is preferable. Other significant features in the guide include Account­
ing for Costs and Expenses as well as Special Inventory Problems and Bal­
ance Sheet Classification.
This new accounting guide not only simplifies the technical aspects of 
reporting on motion picture films but also gives the accountant a broader 
understanding of the film industry and the changes taking place in it today. 
Paperbound. List price $2.00.
DISCOUNT PRICE TO AICPA MEMBERS $1.60
Just released — two important Industry Accounting Guides
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A c c o u n t i n g  f o r  F r a n c h i s e  
F e e  R e v e n u e
This industry accounting guide clarifies current problems that may arise in 
connection with accounting and reporting on the financial statements of fran­
chise companies. It provides reliable guidelines for the timing of recognizing 
revenues . . .  the segregation of various revenues . . .  the matching of costs 
with revenues.. . and accounting for reacquired franchises. The study also 
discusses the franchise agreement. . .  disclosure . . .  and change in account­
ing. Paperbound. List price $2.00.
DISCOUNT PRICE TO AICPA MEMBERS $1.60
A c c o u n t i n g  f o r  R e t a i l  
L a n d  S a l e s
This guide offers practical assistance in examining and reporting on financial 
statements of retail land sales companies. It describes procedures for both 
the accrual and installment methods for recording income — stating under 
what conditions each should be used. This accounting guide then considers 
future performance costs. . .  costs to be capitalized . . .  and different methods 
for cost allocation. It also outlines all disclosures which should be made. 
Extensive illustrations are included. Paperbound. List price $2.00.
DISCOUNT PRICE TO AICPA MEMBERS $1.60
Earlier Industry Accounting Guides available —
S e l e c t e d  S t u d i e s  in  M o d e r n  
A c c o u n t i n g
The new 1973 edition of SELECTED STUDIES IN MODERN ACCOUNTING 
brings together some of the more outstanding articles that have appeared in 
The Journal of Accountancy during the past year. These articles, chosen both 
for their originality and content, consider a wide range of professional prob­
lems. They offer a wealth of practical information as well as advice on im­
portant aspects of accounting, auditing, taxation and practice management. 
The subjects include accounting for goodwill. . .  materiality . . .  applying APB 
Opinion No. 22 . . .  disclaimers and liability . . .  disclosing corporate tax policy 
. . .  MAS and audit independence . . .  improving personnel selection . . .  con­
tinuation of a firm.
SELECTED STUDIES IN MODERN ACCOUNTING has been compiled primar­
ily to introduce new readers to The Journal of Accountancy. AICPA members, 
however, should also find this book valuable because it offers a convenient 
means of reading for the second time some of the most important and stimu­
lating articles on the accounting problems and progress to date. Paperbound. 
List price $3.00.
DISCOUNT PRICE TO AICPA MEMBERS $2.40
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DISCOUNT ORDER FORM/FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N.Y. 10019
Please send, postpaid, the publications indicated below—at the AICPA mem­
ber discount prices shown. Our payment is enclosed.
_____ Accountants’ Index—1972 (000212) @ $24.00 ------------
_____ Accounting for Motion Picture Films (062030) @ 1.60* _______
_____ Profit Recognition on Sales of Real Estate (062026) @ $1.60*_______
_____ Selected Studies in Modem Accounting (054034) @ $2.40 _______
Also send the following earlier publications. . .
INDUSTRY ACCOUNTING GUIDES
_____ Accounting for Franchise Fee Revenue (062007) @ $1.60* _______
_____ Accounting for Retail Land Sales (062011) @ $1.60* _______
ACCOUNTANTS’ INDEX
_____ 1971 (000208) @ $20.00 _______
_____ 1969-70 (000195) @ $24.00 _______
_____ 1967-68 (000180) @ $20.00 _______
_____ 1965-66 (000176) @ $16.00 _______
Total payment enclosed ----------------
ACCOUNTANTS’ INDEX SUBSCRIPTION SERVICE. Check here to enter 
your subscription to the Accountants’ Index for 1973. You will receive 
three quarterly supplements plus the complete 1973 volume — automati­
cally as they are published — all at the AICPA member discount price 
of $100. (001732)
□  Payment enclosed □  Please send bill
MEMBER’S NAME_______________________________________________________________
FIRM____________________________________________________________________ _
(if part of mailing address)
ADDRESS—---------------------------------------------------------------------------------------------------------------------
CITY_________ ____________________________ STATE________________ ZIP ------------------
*NOTE AICPA member discount is available only if total order is $2.50 or 
more.
(Please add 7 percent sales tax in New York City. Elsewhere in New
York State, add 4 percent state tax plus local tax if applicable.) 10134
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Sub-boards discipline two members
In recent decisions of sub-boards of the Insti­
tute’s Trial Board, one member has been expelled 
and another has been suspended.
• Albert C. Koska of New York City has been 
expelled from the Institute by action of a sub- 
board which considered his case at the Insti­
tute’s offices. The executive committee of the 
division of professional ethics established that 
Mr. Koska had been convicted in federal court 
of the crime of attempting to bribe an agent of 
the Internal Revenue Service. Mr. Koska ap­
peared at the hearing and was assisted by legal 
counsel. The sub-board found that Mr. Koska 
had been convicted of a felony involving moral 
turpitude.
The bylaws provide that decisions of sub- 
boards become effective 30 days after they are 
made, unless the member concerned requests a 
review. Specific provision is made in the resolu­
tions of Council and the Rules of Practice and 
Procedure of the Trial Board for the procedures 
to be followed in requesting a review and the 
material which must be supplied in connection 
therewith. Mr. Koska’s attorney on his behalf 
requested such a review within the time per­
mitted by the bylaws but failed to file the addi­
tional material required by the Council resolu­
tions and Trial Board rules.
Due to his failure to pursue his request for 
review, Mr. Koska’s expulsion, which is man­
dated by Section 7.4.3 of the bylaws upon a find­
ing that a member has been convicted of a felony 
involving moral turpitude, became effective 30 
days from August 19 , 1972.
• A sub-board of the Institute’s Trial Board 
met in Dallas, Texas, on August 22, 1972, to 
consider the charges of the division of profes­
sional ethics that Edward C. Wirotzious of 
Memphis, Tennessee, had committed acts dis­
creditable to the profession in that, while acting 
as administrator of an estate, he "did, without 
proper authority, make substantial loans of 
money from the said estate to a business corpo­
ration” of which he was an officer and of which 
he had control. As a result, he was removed as 
administrator without fees by the probate court.
A second count alleged that Mr. Wirotzious’ 
Kentucky CPA certificate and reciprocal certifi­
cates in Mississippi and Tennessee had been sus­
pended for six months. Prior to the hearing, Mr. 
Wirotzious had been notified that, based on the
suspension of his CPA certificates, his Institute 
membership would be suspended for a like time. 
He petitioned that his membership not be subject 
to automatic suspension in this manner; the sub- 
board hearing resulted from a grant of that 
petition.
Mr. Wirotzious appeared at the sub-board 
hearing and, after considering the evidence, the 
sub-board decided that he was guilty as charged 
and that he should be suspended from member­
ship for one year from August 22, 1972. The 
decision became effective on May 8, 1973, upon 
the denial by an ad hoc committee of the Trial 
Board of Mr. Wirotzious’ request for a review of 
the sub-board decision by the full Trial Board.
Ed. N o t e : The sub-board in each case decides 
whether the name of the respondent shall be pub­
lished in The CPA.
Board meeting highlights ( from page 1)
• Accepted the report of the professional 
development division’s committee on long- 
range planning and authorized implementation 
of the proposals. One of the proposals calls for 
the reorganization of the division’s committee 
structure and changes the name of the PD divi­
sion to the continuing professional education 
division.
• Approved a restatement of AICPA legis­
lative policy and authorized the state legislation 
executive committee to make editorial changes 
prior to submission to the fall meeting of 
Council.
• Approved Minneapolis, Minnesota, as the 
site of the 1977 annual meeting.
• Agreed to defer until the October Board 
meeting any action on the proposed SEC quality 
control program in order to give the Institute’s 
ad hoc committee time to confer on the SEC’s 
latest communication on the subject. The Board 
also asked the committee to study the procedures 
for quality reviews of multioffice firms.
• Requested that the ethics division restudy 
the whole question of the propriety of permit­
ting mixed partnerships of CPAs and non- 
CPAs to practice public accounting in the future 
and referred back to the ethics division a pro­
posal to revise Council’s resolution on profes­
sional incorporation to permit mixed ownership 
of professional corporations.
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New publications cover accounting, auditing and the CPA examination
The Institute publications described below are 
now available to members. They may be ob­
tained from the AICPA order department. (List 
prices are subject to the 20 percent AICPA mem­
ber discount if the total order is $2.50 or more.)
• Accounting Principles Board Opinion No.
28, "Interim Financial Reporting,” discusses the 
application of accounting principles and report­
ing practices to interim financial statements and 
summarized interim financial data of publicly 
traded companies issued for external reporting 
purposes.
• Accounting Principles Board Opinion No.
29, "Accounting for Nonmonetary Transac­
tions,” considers the use of fair value in account­
ing for exchanges or nonreciprocal transfers of 
nonmonetary assets. One copy of each Opinion 
(both of which will be reprinted in forthcoming 
issues of The Journal o f Accountancy) has been 
sent free to each member. Additional copies may 
be obtained for $.75 each.
• Audits of Finance Companies. This indus­
try audit guide assists the independent account­
ant in examining and reporting on financial 
statements of finance companies. The guide dis­
cusses how the availability of loans for busi­
nesses and individuals has changed the nature 
and role of finance companies; the problems 
such loans create; and the modifications in ac­
counting practices that may be required (The 
CPA, June73 insert). List price is $4.
• Audits of Colleges and Universities. In this 
industry audit guide the problems and policy 
changes facing auditors of nonprofit institutions 
of higher education are discussed (The CPA, 
June73 insert). List price is $4.
• Uniform CPA Examination Questions and 
Unofficial Answers—May 1973, a supplement 
to The Journal of Accountancy. This booklet 
presents the text of the May 1973 CPA exam­
ination and the unofficial answers and study ref­
erences for the exam. Each copy is $.75. Mem­
bers may arrange to receive these supplements 
on a subscription basis at $1.50 a year.
President Layton (continued from page 2) 
define the limits of a CPA’s practice?
• CPAs are licensed to perform the audit 
function. Should that function be considered a 
point of reference for identifying any conflicts of 
interest which might be created by various roles 
or services?
• What are the roles (e.g., attestor, adviser, 
etc.) which CPAs do or could assume in provid­
ing services to clients? Would any of these roles 
create conflicts of interest if the CPA’s firm also 
were to express opinions on the financial state­
ments of the same client? Would any particular 
services create such conflicts?
• What standards are needed to guide CPA 
firms in assuming appropriate roles in the per­
formance of services, new and old?
The committee is not currently considering 
professional accreditation, regulation, organiza­
tional structure, education or recruiting methods. 
These matters are under study by others within 
the Institute.
The committee members have met monthly 
since their appointment early this year. Among
other things, they have conducted a literature 
search, led a discussion session at the spring 
meeting of Council and held or scheduled dozens 
of interviews with representatives of accounting 
firms of all sizes. The committee also is inter­
viewing others in the financial community, in­
cluding educators and government officials.
I am confident that the committee’s work will 
help the profession to acquire a new insight into 
its future course. W e need to know what we, as 
CPAs, are prepared to do, consistent with our 
present duties, in meeting the needs of society. 
The public’s view of the profession will be 
strongly affected by our decision— and its view of 
us in turn will largely determine the degree of 
authority which will be granted to the profession.
Looking back on this perplexing period some 
years hence, I hope that we will be able to say 
that we were bold enough to seize every genuine 
opportunity for service— and yet prudent enough 
to reject any responsibilities which we could not 
discharge with distinction or which would impair 
our ability to perform the principal functions 
now assigned to us.
Ethics division answers members' queries on
Q . What information may appear on the cover 
of a book written by a member?
A . A member may be identified on the cover of 
a book by name and CPA title. The firm with 
which he is associated should not appear on the 
cover but may be noted in the front matter of 
the book. When authorship is attributed to a 
firm, the firm name may appear on the cover of 
the book only if distribution conforms with Inter­
pretation 502-7.
Q . A firm’s audit client is wholly owned by an­
other firm of CPAs. Both CPA firms are presently 
partners in another business entity which is not 
material in relation to the net income or net 
worth of the auditors. There is no other direct 
or indirect relationship between the two firms or 
their members. Would the auditors’ independ­
ence be considered impaired under these cir­
cumstances?
A . Yes. As a general rule, a joint investment 
with the owner of a client impairs the independ­
ence of the auditor, unless the interest of the 
auditor is immaterial with respect to his net 
worth, or the net worth of his firm. However, the 
partnership of the two CPA firms in the business
Coming up—the AICPA annual meeting
Institute members interested in attending the 
AICPA’s 86th annual meeting in Atlanta, Geor­
gia, this fall who have not yet received the bro­
chure describing the highlights of the meeting 
should write to the Institute’s meetings depart­
ment. The program highlights mailed to the 
membership in July included a coupon for re­
questing advance registration and hotel reserva­
tion forms from the Institute.
The meeting this year has been reduced from 
the usual two and one-half days to two days 
(October 14-16). Following the Monday morn­
ing business session will be three plenary ses­
sions and two sets of concurrent technical ses­
sions scheduled for Monday afternoon and all 
day Tuesday.
Victor Borge’s one-man show at the Atlanta 
Convention Complex Theater and a champagne 
supper dance at the Regency Hyatt House and
advertising and independence
entity implies a commonality of interest in the 
management of the entity, and as such the result­
ing active investment supersedes the usual test of 
materiality in jointly held business investments.
Q . The auditor has been asked to perform the 
following functions for a creditors’ committee in 
control of a debtor corporation which will con­
tinue to operate under its existing management 
subject to extension agreements:
a. Cosign checks issued by the debtor corpo­
ration.
b. Cosign purchase orders in excess of estab­
lished minimum amounts.
c. Exercise general supervision to insure com­
pliance with the budgetary controls and pric­
ing formulas established by management, 
with the consent of the creditors, as part of an 
overall program aimed at the liquidation of 
deferred indebtedness.
Would the auditor be considered independent for 
the purpose of expressing his opinion on the 
debtor’s financial statements?
A . No. The auditor’s independence was consid­
ered impaired under each of the three situations 
listed above. The foregoing are management 
functions.
the Marriott Motor Hotel will round out the 
meeting on Tuesday night.
Mounting dues receipts assure ARA of 
meeting commitment to FASB
At the end of July, returns on Accounting Re­
search Association dues showed receipts of 
$1,438,353 and pledges of $2,199,856 (many 
firms and individual members pay on a quarterly 
basis over the calendar year). It is clear that the 
ARA’s commitment of $2 million to the Finan­
cial Accounting Standards Board is assured for 
1973.
Any AICPA member or his firm who is not 
currently a member of the ARA may join the 
more than 6,000 firms and individuals already 
supporting the FASB. Interested members may 
obtain ARA application forms from the AICPA 
admissions department.
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AICPA professional development program 
for fall and winter
The Institute’s professional development di­
vision has scheduled a new course entitled "Au­
dits of Stock Life Insurance Companies” for six 
presentations this fall. Designed for accountants 
in charge of stock life insurance company audits 
and for those involved in conducting the audit 
and issuing the report, the two-day course is 
based on the AICPA’s stock life insurance audit 
guide ( The CPA, Jan.73, p.7). Through lec­
tures, discussions of cases and question-and- 
answer sessions, the program covers the special 
accounting and auditing problems encountered 
in the course of the audit engagement—e.g., the 
differences between regulatory practices and 
GAAP, guidelines for accounting and financial 
reporting in conformity with GAAP and sug­
gested additional auditing procedures resulting 
from the application of GAAP.
The schedule for the new course is listed be­
low, along with 20 other PD programs planned 
for October to January. The schedule through 
March 1974 may be found in the 1973 PD cata­
log or in the fall-winter supplement, which will 
be mailed to members in August. Details may be 
obtained from the Institute’s PD division or 
from the state societies sponsoring the programs.
AUDITS OF SAVINGS AND LOAN
November 26-27 
December 6-7
Baldwin, N.Y. 
Philadelphia, Pa.
ASSOCIATIONS 
October 3-4 
October 10-11 
October 25-26 
November 19-20 
December 10-11 
December 13-14
$160
Pittsburgh, Pa. 
East Orange, N.J. 
Atlanta, Ga. 
Denver, Colo. 
Los Angeles, Calif. 
Philadelphia, Pa.
AUDITS OF STOCK LIFE INSURANCE 
COMPANIES 
October 11-12 
October 17-18 
October 25-26 
October 29-30 
November 15-16 
December 3-4
BANK AUDITING  
October 15-16 
October 29-30 
November 8-9 
November 12-13
$130
Dallas, Texas 
Wellesley, Mass. 
Los Angeles, Calif. 
Chicago, Ill. 
Philadelphia, Pa. 
New York, N.Y.
$160
New York, N.Y. 
Saginaw, Mich. 
Atlanta, Ga. 
East Orange, NJ.
EDP M ANAGEMENT CONTROL 
AND AUDIT
October 2-5 
November 12-15
EVERYDAY TAX RESEARCH 
October 4
November 1 -2 (evenings) 
December 1
FILINGS WITH THE SEC 
October 4-5 
November 12-13 
December 10-11 
December 13-14
$400
Kansas City, Kans. 
Denver, Colo.
$70
Chicago, Ill. 
Chicago, Ill. 
Chicago, Ill.
$160
Kansas City, Mo. 
Nashville, Tenn.
Houston, Tex. 
New York, N.Y.
GO ING  PUBLIC 
December 10 
December 28
$75
New York, N.Y. 
Los Angeles, Calif.
H O W  TO APPROACH AND DEVELOP 
AN MAS ENGAGEMENT $175
October 17-19 Los Angeles, Calif.
H O W  TO DEVELOP AND M ANAGE A 
PROFITABLE PRACTICE $160
October 18-19 Seattle, Wash.
October 26-27 Chicago, Ill.
November 1-2 Atlanta, Ga.
LOCAL GOVERNMENT ACCOUNTING  
AND AUDITING $160
October 1-2 Saddle Brook, N.J.
November 5-6 Fairbanks, Alaska
December 3-4 Rochester, N.Y.
MANAGEMENT FOR RESULTS $400
October 1-5 Pittsburgh, Pa.
October 22-26 Colorado Springs, Colo.
M A N A G IN G  TODAY'S 
October 1 
October 1 
October 24 
October 31 
November 1 
November 3 
November 19 
December 14
TAX PRACTICE $65  
Portland, Ore. 
Nashville, Tenn. 
Jamesburg, N.J.
St. Louis, Mo. 
Indianapolis, Ind. 
New Orleans, La. 
Birmingham, Ala. 
Little Rock, Ark.
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ORIENTATION TO PUBLIC ACCOUNTING $100  
October 22-23 Dayton, Ohio
November 8-9 Los Angeles, Calif.
November 19-20 San Francisco, Calif.
PROBLEMS OF AUDITING AND ADVISING  
CLIENTS CONTRACTING WITH  
THE FEDERAL GOVERNMENT $160
October 11-12 New York, N.Y.
December 13-14 Los Angeles, Calif.
STAFF TRAINING PROGRAM— LEVEL I—  
GENERAL TRAINING $275
October 15-19 Pittsburgh, Pa.
October 22-26 Nashville, Tenn.
November 12-16 Albuquerque, N.M.
STAFF TRAINING PROGRAM— LEVEL II—  
BEGINNING IN-CHARGE TRAINING $275
October 1 -5 
October 15-19 
October 15-19 
November 26-30 
November 26-30
Oklahoma City, Okla. 
Stone Mountain, Ga. 
Pittsburgh, Pa. 
Southfield, Mich. 
Williamsburg, Va.
STAFF TRAINING PROGRAM— LEVEL III—  
IN-CHARGE TRAINING  
October 1-5 
October 8-12 
November 5-9 
November 26-30
$2 75
Kansas City, Mo. 
Philadelphia, Pa. 
Irving (Dallas), Tex. 
Williamsburg, Va.
SYSTEMS WORKSHOP FOR 
ACCOUNTANTS 
October 1 -2
$160
New York, N.Y.
WORKSHOP O N  CORPORATE INCOME  
TAX RETURNS 
October 8-9 
October 11-12 
October 11-12 
October 18-19 
October 18-19 
October 18-19 
November 1 -2 
November 1 -2 
November 8-9 
November 12-13 
November 15-16 
November 16-17 
November 28-29 
November 29-30 
November 30-December 1 
December 3-4
$90
Birmingham, Ala. 
Dayton, Ohio 
Portland, Ore. 
Des Moines, Iowa 
Arlington, Va. 
Milwaukee, Wis. 
Denver, Colo. 
Seattle, Wash. 
Kansas City, Kans. 
Philadelphia, Pa.
Louisville, Ky. 
New York, N.Y. 
Miami, Fla. 
Atlanta, Ga. 
Rochester, N.Y. 
Reno, Nev.
December 3-4 Saddle Brook, N.J.
December 6-7 Fayetteville, Ark.
December 6-7 Nashville, Tenn.
December 10-11 St. Louis, Mo.
December 12-13 Chapel Hill, N.C.
December 13-14 Omaha, Neb.
December 17-18 Pittsburgh, Pa.
WORKSHOP O N  FIDUCIARY INCOME
TAX RETURNS $50
October 12 Chicago, Ill.
October 12 Philadelphia, Pa.
October 19 Tulsa, Okla.
October 22 St. Louis, Mo.
October 26 Wichita, Kans.
October 29 Montgomery, Ala.
October 31 Denver, Colo.
November 2 Columbus, Ohio
November 16 Eugene, Ore.
December 3 Dallas, Tex.
December 5 Los Angeles, Calif.
December 12 Saddle Brook, N.J.
December 14 Tampa, Fla.
December 17 Des Moines, Iowa
WORKSHOP O N  INDIVIDUAL INCOM E  
TAX RETURNS 
November 1-2 
November 1 -2 
November 5-6 
November 5-6 
November 8-9 
November 9-10 
November 15-16 
November 19-20 
November 26-27
$90
New Orleans, La. 
Saddle Brook, N.J. 
Las Vegas, Nev. 
Chapel Hill, N.C. 
Baltimore, Md. 
Chicago, Ill. 
Des Moines, Iowa 
Cleveland, Ohio 
Miami, Fla.
November 30-December 1
Philadelphia, Pa. 
Tulsa, Okla. 
Arlington, Va. 
Kansas City, Mo. 
Charleston, S.C. 
New York, N.Y. 
Birmingham, Ala. 
Los Angeles, Calif.
December 3-4 
December 5-6 
December 6-7 
December 6-7  
December 7-8 
December 10-11 
December 10-11 
December 10-11 
December 11-12 
December 13-14 
December 18-19 
December 20-21 
December 27-28 
December 27-28
Detroit, Mich. 
Grand Island, Neb. 
San Francisco, Calif. 
Wichita, Kans. 
Denver, Colo. 
Hartford, Conn. 
Milwaukee, Wis.
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Nine countries form International 
Accounting Standards Committee
Representatives of accounting organizations 
in nine countries voted unanimously in Lon­
don on June 29 to establish an International 
Accounting Standards Committee (IASC) to 
recommend basic accounting standards that 
would command international acceptance (The 
CPA, June73, p.1; Apr.73, pp.1,3). The partici­
pating countries are Australia, Canada, France, 
Germany, Japan, Mexico, the Netherlands, the 
United Kingdom and the United States. Other 
countries will be invited to associate themselves 
with the IASC when the formal constitution and 
administrative machinery are promulgated.
At its organizational meeting the IASC elected 
Sir Henry Benson of the United Kingdom as its 
chairman and established steering committees 
to begin work on (1 ) disclosure of accounting 
policies including the basis of valuation of as­
sets, (2 ) consolidated accounts and (3 ) valua­
tion of stock and work in progress. The perma­
nent office of the committee is London, and Paul 
Rosenfield, a member of the AICPA research 
staff since 1965, has been appointed the first sec­
retary of the IASC. Further details about the for­
mation of the committee are reported in the
August Journal of Accountancy (pp. 14,16).
In a related international development, R. 
Kirk Batzer, a member of the AICPA delegation 
to the Accountants International Study Group, 
has been appointed chairman of the AISG.
AICPA computer conference is 
slated for Chicago In M ay 1974
The Tenth Annual AlCPA Conference on 
Computers and Information Systems has 
been scheduled for May 6-8, at
the Marriott Motor Hotel in Chicago. the  
meeting is intended as a "state-of-the- 
art” updating for CPAs who are  pres­
ently involved in EDP or who are con­
sidering such involvement.
This year's conference drew nearly 225 
participants to New York City in late 
May.  F o r  further details, see the July 
News Report section of The Journal o f  
Accountancy. The September-October 
issue of Management Adviser will also 
carry a fu l l report of the conference.
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“CPAs have
entered a period 
which is testing 
their abilities 
to respond
with boldness 
and imagination 
to a host of 
new challenges."
— LeRoy Layton, President 1972-73
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Executive Vice President Wallace E. Olson and President LeRoy Layton in conference.
A Joint Message 
to Members 
of the Institute
The past year has been a period of transition in the 
affairs of the Institute, and the financial statements in 
this report reflect some of the changes that have taken 
place.
The fiscal year has been shifted to end July 31 instead 
of August 31 to permit our year-end financial statements 
to be published in time for the annual meetings, rather 
than being reported orally on that occasion and then 
issued in printed form. To provide comparability, the 
statements for the current fiscal period are presented as 
a full year by including August 1972 operations.
Total revenues increased $1,494,024 over the prior 
year owing to increases in membership and in the volume 
of all revenue-producing activities. An increase of 
$404,898 in sales of miscellaneous publications and of 
$503,801 in sales of professional education material 
resulted to a substantial degree from the completion of a 
large number of audit guides and the adoption by several 
states of requirements for continuing professional 
education.
Total expenses increased $2,029,503, of which 
$1,143,421 related directly to revenue-producing activi­
ties and $886,082 resulted from changes and increases 
in costs of other activities of the Institute.
One of the most important of the changes affecting our 
financial affairs was the establishment of the Financial 
Accounting Standards Board to replace the Accounting 
Principles Board. As a consequence of this development,
a new accounting standards division and a technical 
research division were established in the Institute to 
provide a means for the profession to voice its views on 
accounting matters. These new divisions, entailing 
expenses of approximately $500,000 a year, will be 
sustained from dues income since the Accounting 
Research Association, which supported the APB, has 
turned its efforts to raising $2,000,000 a year to support 
the FASB. In addition, your Board of Directors pledged 
$ 180,000 ($2 a member) to be paid out of general funds 
toward the support of the FASB.
Another significant event during the year was the 
implementation of a prior decision to expand our 
activities in Washington. The offices were moved to a 
more central location, and space was taken to accommo­
date an enlarged staff. At July 3 1 ,  1973, the staff num­
bered 22, including the federal tax division, which has 
been transferred from New York. A new position of Vice 
President, Government Relations, has been created to 
administer the increased activities. Based on the current 
and anticipated programs, it is expected that annual 
expenditures for our efforts in Washington will be 
approximately $550,000. These efforts have already 
yielded benefits in the form of closer working relation­
ships with, and more and prompter assistance to, 
numerous branches of the federal government.
Other realignments in the organizational structure 
of the staff were accomplished during the year, designed 
to achieve greater effectiveness through better grouping 
of responsibilities and to provide more extensive support 
in new or expanded areas of activity. Principal among 
these changes were the appointment of a general counsel 
to screen legal aspects of the Institute’s affairs, the 
consolidation of all internal and external professional 
computer activities under a new computer services 
division, and the creation of a new division to place more 
emphasis on the relations of the profession with educa­
tional institutions. In addition, a new division was formed 
to represent the profession in activities aimed at meeting 
rapidly growing needs in the area of international 
practice, including a nine-nation initiative which brought
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about the new International Accounting Standards 
Committee.
Each of these organizational actions has involved 
additions to our operating costs which are relatively 
modest and are more than justified by the potential 
benefits in extensions and improvements of services vital 
to the welfare of the profession.
A noteworthy action taken during the year is the 
proposal by the Board of Directors to amend the bylaws 
of the Institute in several important respects. The pro­
posal deals both with suggestions previously put forward 
by a special committee on structure and with steps needed 
to conform with prior resolutions of Council. It also 
provides administrative simplification in the light of the 
continuing growth in our membership and volume of 
activities. The proposed amendments were approved by 
Council in May and, in consequence, will be discussed at 
the annual meeting in October and submitted to the 
membership for ballot late this year. Their adoption 
would represent a great step in the evolution of our 
effectiveness in carrying out the objectives of the 
profession.
The growing volume of Institute services has required 
increases in staff, from 320 on August 1 ,  1972, to 341 a 
year later. And if all authorized positions are filled, the 
total will be 382 by August 1 ,  1974. A result of this 
growth is that the Institute has become cramped in its 
present offices which are, moreover, in four separate 
locations.
Recognizing that the current arrangements are ineffi­
cient, and anticipating further rises of rents in the future, 
the Board of Directors has authorized negotiations for 
new office space in which the present New York opera­
tions can be consolidated. Careful analysis of the relative 
merits of locating in other cities or suburban areas led to 
a decision to remain in mid-Manhattan. It is anticipated 
that a move to new space will occur in 1974. Although 
the move will result in operating costs higher than those 
under the present leases, which expire in 1978, it is 
believed that substantial savings will be realized by 
obtaining space under a fifteen-year contract now, rather 
than waiting to negotiate at a time when the effects of 
inflation may be much more pronounced.
The breadth and volume of activities carried out 
through your Institute preclude anything more in this 
letter than simply highlighting the matters having impact 
on our financial affairs. A more detailed description of 
the programs and accomplishments in all areas appears 
elsewhere in the annual report. We feel certain that, 
after reviewing the information, you will conclude that 
it has been a very busy and productive year in the 
profession. The results reflect the contribution of an 
enormous amount of time and effort by a great number 
of members. We believe that the profession and its 
Institute are stronger than ever as a result of such effort, 
even though many problems remain to be dealt with.
Serving the profession this past year has been a 
rewarding experience, and we wish to thank all members 
for their participation and support.
Report of 
Independent 
Certified Public 
Accountants
To the Members of the
American Institute of Certified Public Accountants
We have examined the statement of assets, liabilities and 
fund balances of the American Institute of Certified 
Public Accountants as of July 3 1 ,  1973 and August 31, 
1972 and the related statements of income and expense 
for the twelve month periods then ended and changes 
in fund balances and changes in financial position for the 
eleven months ended July 3 1 ,  1973 and the twelve 
months ended August 3 1 ,  1972. We have also examined 
the statements of assets, liabilities and fund balances 
of the American Institute of Certified Public Accountants 
Foundation, the American Institute Benevolent Fund, 
Inc., and the Accounting Research Association, Inc. 
as of July 3 1 ,  1973 and August 3 1 ,  1972 and the related 
statements of changes in fund balances for the respective 
eleven and twelve month periods then ended. Our 
examinations were made in accordance with generally 
accepted auditing standards, and accordingly included 
such tests of the accounting records and such other 
auditing procedures as we considered necessary in the 
circumstances.
In our opinion, the financial statements identified 
above present fairly the financial position of each of the 
aforementioned organizations at July 3 1 ,  1973 and 
August 3 1 ,  1972 and the changes in their fund balances 
and, for the American Institute of Certified Public 
Accountants, the results of its operations and changes 
in its financial position for the periods specified above, 
all in conformity with generally accepted accounting 
principles applied on a consistent basis.
Certified Public Accountants
New York, New York 
September 1 0 ,  1973
LeRoy Layton 
President
 
Wallace E. Olson 
Executive Vice President
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The financial statements on the following pages represent 
a distinct departure from those of previous years.
It is believed that, by relating expenses more directly to 
the cost centers, members will be given a clearer picture of 
the Institute’s financial operations.
American Institute of Statement of
Certified Public Accountants Assets, Liabilities and Fund Balances
July 31 , 1973
Assets (Note 1) August 31,1972
Cash .................................................................................................................................................. $ 483,776 $ 513,738
Marketable securities:
Stocks and commercial paper (quoted market: 1973, $3,302,800; 1972, $5,596,600)......... 2,876,975 5,200,654
Bonds (quoted market: 1973, $114,300; 1972, $120,200).....................................................  120,285 120,285
2,997,260 5,320,939
Accounts and notes receivable (less allowance for doubtful accounts, $10,000).......................  1,273,309 753,795
Due from Accounting Research Association, Inc........................................................................... 28,101 136,248
Inventories (Note 2 ) ......................................................................................................................... 774,719 637,357
Deferred authorship costs and prepaid expenses..........................................................................  411,350 492,733
Fixed assets (Note 3 ) ......................................................................................................................  522,871 487,288
6,491,386 8,342,098
Endowment Fund:
Cash .............................................................................................................................................. 22,616 669
Marketable securities (quoted market: 1973, $779,700; 1972, $780,700).........................  571,437 580,629
$7,085,439 $8,923,396
Financial 
Statements
Liabilities and Fund Balances
Liabilities:
Note payable...............................................................................................................................  $ 5,000
Accounts payable and accrued liabilities................................................................................... $ 811,511 686,400
Advance dues and registration fees for annual meeting...........................................................  493,818 3,241,534
Unearned subscriptions and advertising................................................................................... 1,084,312 1,092,795
2,389,641 5,025,729
Commitments and contingent liabilities (Notes 4, 5, and 6)
Fund balances (Note 7):
General Fund:
Appropriated for contingencies.............................................................................................  2,000,000 1,000,000
Unappropriated ....................................................................................................................... 2,098,345 2,312,628
Total General Fund...............................................................................................  4,098,345 3,312,628
Elijah Watt Sells Scholarship Fund...........................................................................................  3,400 3,741
Endowment Fund ....................................................................................................................... 594,053 581,298
4,695,798 3,897,667
$7,085,439 $8,923,396
The accompanying summary of significant accounting policies and notes are an integral part of the financial statements.
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American Institute of 
Certified Public Accountants
Statement of 
Income and Expense
Twelve Months Ended 
July 3 1 , 1973
(Note 1) August 3 1 , 1972
Membership dues........................................................................................................................  $ 4,853,388 $ 4,540,770
CPA examination fe e s ................................................................................................................  1,414,559 1,332,411
Publications .................................................................................................................................  4,305,784 3,801,765
Professional development program........................................................................................... 2,525,348 2,021,547
Allocation from Accounting Research Association, Inc. for research.................................... 443,310 603,968
United States Government grant for accounting a id ...............................................................  62,611
Investment and sundry incom e.................................................................................................  429,750 219,752
Gain on sale of securities............................................................................................................ .......... 42,233 _____62,746
14,076,983 12,582,959
Expenses (see also summary of expenses by activity):
Salaries and fe e s ........................................................................................................................... 5,423,605 4,825,886
Personnel costs ........................................................................................................................... 780,646 633,824
Occupancy ...................................................................................................................................  1,072,308 893,647
Printing and paper......................................................................................................................  3,069,093 2,526,782
General .......................................................................................................................................  2,971,923 2,407,933
13,317,575 11,288,072
Excess of income over (under) expense:
General Fund ....................................................................................................................  759,749 1,295,384
Elijah Watt Sells Scholarship F u n d ................................................................................  ..............(341) ______ (497)
$ 759,408 $ 1,294,887 
The accompanying summary of significant accounting policies and notes are an integral part of the financial statements.
Statement of Income and Expense— 
Summary of Expenses by Activity
Twelve Months Ended
July 3 1 , 1973
Summary of expenses by activity: (Note 1) August 31, 1972
Revenue-producing activities:
CPA examinations................................................................................... .............................. $ 1,315,178 $ 1,166,732
Publications ............................................................................................. .............................. 4,006,160 3,385,984
Professional development program....................................................... .............................. 2,453,866 2,079,067
Professional standards:
Accounting and auditing standards....................................................... .............................. 636,571 547,740
Financial Accounting Foundation contribution.................................. .............................. 180,000
Federal taxation....................................................................................... .............................. 171,030 180,395
Management advisory services............................................................. .............................. 113,510 54,200
Research................................................................................................... .............................. 766,886 685,032
Study groups ........................................................................................... .............................. 170,309 290,652
International practice ................................................................................ .............................. 76,660
Computer services....................................................................................... .............................. 133,826 102,290
Relations with universities.......................................................................... .............................. 347,356 274,921
Ethics ............................................................................................................ .............................. 224,826 266,522
State legislation ........................................................................................... .............................. 54,855 63,149
Government relations ................................................................................ .............................. 400,841 261,686
Public relations ........................................................................................... .............................. 277,500 295,151
Member relations......................................................................................... .............................. 720,898 753,041
State society relations ................................................................................ .............................. 247,550 188,726
Free publications to members and others ................................................. .............................. 921,637 692,784
Government funded accounting aid program.......................................... .............................. 98,116
$13,317,575 $11,288,072
Note:
Each of the above amounts includes a pro rata allocation of administrative expenses aggregating $1,253,434 and $1,154,576 for 1973 and 1972, respectively. 
The accompanying summary of significant accounting policies and notes are an integral part of the financial statements.
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American Institute of 
Certified Public Accountants
Statement of
Changes in Fund Balances
Eleven Months 
Ended 
July 3 1 ,  1973 
(Note 1)
Twelve Months 
Ended 
August 31, 1972
General Fund:
Fund balance, beginning of period ...........................................
Excess of income over expense (Note 1 ) ...................................
Fund balance, end of p eriod .................................
$3,312,628
785,717
4,098,345
$2,017,244
1,295,384
3,312,628
Elijah Watt Sells Scholarship Fund:
Fund balance, beginning of p e rio d ...........................................
Excess of expense over incom e..................................................
Fund balance, end of p eriod .................................
3,741
(341)
3,400
4,238
(497)
3,741
Endowment Fund:
Fund balance, beginning of p e rio d ...........................................
Gain on sale of securities.............................................................
Fund balance, end of p eriod .................................
581,298
12,755
594,053
$4,695,798
560,446
20,852
581,298
$3,897,667
The accompanying summary of significant accounting policies and notes are an integral part of the financial statements.
American Institute of 
Certified Public Accountants
Statement of
Changes in Financial Position
Eleven Months
Ended Twelve Months
July 3 1 ,  1973 Ended
(Note 1) August 3 1 ,  1972
Cash and marketable securities, beginning of p e rio d ................................................................... $5,834,677 $4,317,949
Sources of funds:
From operations—excess of income over expense (Note 1 ) ...................................................... 785,376 1,294,887
Add back expenses not requiring outlay of funds—depreciation and amortization of fixed
assets and deferred authorship and subscription costs........................................................ 433,581 382,179
1,218,957 1,677,066
Increase (decrease) in note and accounts payable and accrued liabilities.............................. 120,111 (96,727)
Total sources of fu n d s............................................................................................. 1,339,068 1,580,339
Uses of funds:
Additions to deferred authorship costs and prepaid expenses.................................................. 199,585 159,549
Additions to fixed assets................................................................................................................ 188,196 59,287
Increase (decrease) in assets and decrease (increase) in liabilities:
Receivables ................................................................................................................................ 411,367 240,393
Inventories .................................................................................................................................. 137,362 (124,946)
Advance dues and registration fees for annual m eeting...................................................... 2,747,716 (315,380)
Unearned subscriptions and advertising................................................................................ 8,483 44,708
Total uses of fu n d s................................................................................................... 3,692,709 63,611
Increase (decrease) in funds:
(29,962) 415,252
Marketable securities .................................................................................................................. (2,323,679) 1,101,476
(2,353,641) 1,516,728
Cash and marketable securities, end of period ...................................................... $3,481,036 $5,834,677
The accompanying summary of significant accounting policies and notes are an integral part of the financial statements.
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American Institute of American Institute of
Certified Public Accountants Certified Public Accountants
Summary of Notes to July 31 , 1973
Significant Accounting Policies Financial Statements and August 31, 1972
Following is a summary of the significant accounting 
policies of the Institute:
■ Assets and liabilities, and revenues and expenses, are 
recognized on the accrual basis of accounting.
■ Marketable securities are carried at cost. Gains and losses 
are recognized when securities are sold.
■ Inventories are carried at the lower of cost (primarily 
first-in, first-out) or market.
■ Authorship costs applicable to professional development 
courses and publications, which the Institute expects will be 
sold in the future, are amortized over a three-year period.
■ Fixed assets, consisting of furniture and equipment and 
leasehold improvements, are carried at cost, less 
accumulated depreciation and amortization computed on the 
straight-line method. Furniture and equipment are 
depreciated over their estimated useful lives of from five to 
ten years and leasehold improvements are amortized over 
the shorter of the useful lives of the improvements or the 
lease period.
■ Dues are recorded as income in the applicable membership 
period; subscription and advertising revenues are reflected
in income when publications are issued.
■ The Institute has a retirement plan covering a majority of 
employees. Pension expense is accrued in accordance with 
an actuarial cost method and although the plan may be 
terminated by the Institute at any time, it is the Institute’s 
policy to fund pension cost accrued. Prior-service costs 
under the plan are being funded over a 30-year period.
■ A change in the format of the statement of income and 
expense was made by the Institute for 1973 to provide a 
breakdown of the type of income earned and expenses 
incurred on revenue-producing and other activities and 
projects. Appropriate reclassifications were made to the 
statement of income and expense for the year ended 
August 31 , 1972. The change had no effect on the excess of 
income over expenses for either period.
1. Change in fiscal year
During 1973 the Institute and related organization funds 
changed their fiscal years to end on July 31. The accompany­
ing financial statements for 1973 have been presented as 
of July 31 and for the eleven month period then ended, 
except that the statement of income and expense is 
presented for the twelve month period then ended for 
purposes of comparison with the preceding fiscal year.
The excess of expense over income of the General Fund 
for the month of August 1972, which has been included 
in the statement of income and expense for both 
twelve month periods ended July 31, 1973 and August 31,
1972, amounted to $25,968.
Income and expenses for the period September 1 , 1972 
to July 3 1 , 1973 are shown below:
Eleven Months 
Ended 
July 31, 1973
Income:
Membership d u es................................................ $ 4,459,050
CPA examination f e e s ....................................... 1,414,559
Publications ........................................................  4,037,174
Professional development program.................  2,310,916
Allocation from Accounting Research
Association, Inc. for research........................ 381,157
United States Government grant
for accounting a id .........................................  62,611
Investment and sundry incom e........................ 399,986
Gain on sale of securities................................  30,148
13,095,601
Expenses:
Salaries and fees ...............................................  5,018,356
Personnel costs.................................................... 733,000
Occupancy ..........................................................  1,003,113
Printing and paper.............................................  2,821,768
G eneral................................................................. 2,733,988
12,310,225
Excess of income over (under) expense:
General F u n d .........................................  785,717
Elijah Watt Sells Scholarship Fund . . .  _______ (341)
$ 785,376
2. Inventories
Inventories at July 31, 1973 and August 3 1 , 1972 consisted 
of:
July 31, August 31, 
1973 1972
Paper and material stock ...................  $104,647 $ 51,631
Magazines and publications in process 140,403 135,459 
Printed magazines and publications 
and professional development
course material ..............................  529,669 450,267
$774,719 $637,357
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3. Fixed assets
Fixed assets at July 3 1 , 1973 and August 31 , 1972 consisted
July 31, August 31,
1973 1972
Furniture and equipment........... . .  $ 520,910 $434,720
Leasehold improvements............. 517,987 448,120
1,038,897 882,840
Less accumulated depreciation 
and amortization...................... 516,026 395,552
$ 522,871 $487,288
Depreciation and amortization charged to operations for 
the twelve months ended July 3 1 , 1973 and August 31, 1972 
amounted to $160,077 and $102,199, respectively ($152,613 
for the eleven months ended July 31, 1973).
4. Income taxes
The Internal Revenue Service has examined the tax returns 
of the Institute for the years ended August 31, 1969 and
1970 and has proposed assessments of $112,000 plus 
interest. The Institute has filed a protest on the basis that it 
had no income in the years involved that met the definition of 
“unrelated business income” under the Internal Revenue 
Code and that, in any event, under a proper allocation of 
costs and revenues, no taxable income would result. Similar 
issues for periods subsequent to August 31 , 1970 could result 
in additional assessments approximating $130,000. Although 
the Internal Revenue Code was changed effective for fiscal 
years beginning after December 3 1 , 1969 with respect to 
the specific inclusion of advertising revenues in “unrelated 
business income,” the Institute believes that under a proper 
allocation of costs and revenues no taxable income would 
result for the two years ended August 31 , 1972 and the 
eleven months ended July 31 , 1973. As a result of the 
Institute’s position with respect to the four years and eleven 
months in question, no provision has been made in the 
accompanying financial statements for any income tax 
liabilities.
5. Lease commitments
The Institute is liable under several leases, expiring primarily 
in 1978, for office and storage space at an aggregate annual 
rental of approximately $666,000 plus escalation charges. 
Net rent expense for the twelve months ended July 3 1 , 1973 
and August 3 1 , 1972 was approximately $645,000 and 
$591,000, respectively ($596,000 for the eleven months 
ended July 3 1 , 1973).
The Institute is planning to relocate its facilities to new 
quarters during fiscal 1974 and, as approved by the Board 
of Directors in May 1973, a lease on new facilities is 
currently being negotiated.
6. Retirement plan
Pension expense relating to the Institute’s retirement plan 
amounted to approximately $309,000 and $296,000 for 
the twelve months ended July 31 , 1973 and August 31 , 1972, 
respectively ($284,000 for the eleven months ended July 31,
1973). The currently estimated amount required to complete 
the funding of prior-service costs under the plan is $373,000.
7. Fund balances
In September 1972, the Board of Directors authorized an 
increase of $1,000,000 in the General Fund balance 
appropriated for contingencies.
The purposes of the Endowment Fund generally are to 
maintain a reference library and suitable reading rooms for 
the members. Investment income from marketable securities 
held by the Endowment Fund is included in income of the 
General Fund in accordance with provisions of the 
endowment.
The Elijah Watt Sells Scholarship Fund is a memorial 
fund, the income of which is used to purchase medals for 
those receiving the highest grades in the CPA examinations 
throughout the United States.
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American Institute of 
Certified Public Accountants Foundation
Statement of
Assets, Liabilities and Fund Balances
July 31, August 31,
Assets 1973 1972
Cash .................................................................................................................................................. $ 38,700 $ 15,244
Marketable securities—at cost (quoted market: 1973, $455,700; 1972, $381,900)...................  404,013 327,469
Receivables.......................................................................................................................................  4,212 9,380
$446,925 $352,093
Liabilities and Fund Balances
Liabilities:
Accounts payable........................................................................................................................  $ 4,340 $ 2,350
Grants payable—Accounting Education Fund for Disadvantaged Students.........................  96,667
101,007 2,350
Fund balances:
Accounting Research Program.................................................................................................  22,338 21,340
Library.........................................................................................................................................  111,421 111,107
John L. Carey Scholarship Fund .............................................................................................  109,691 107,799
Accounting Education Fund for Disadvantaged Students.......................................................  102,468 109,497
Total fund balances...............................................................................................  345,918 349,743
$446,925 $352,093
American Institute of
Certified Public Accountants Foundation
Statement of
Changes in Fund Balances
Eleven Months Twelve Months
Ended Ended
July 3 1 , 1973 August 3 1 , 1972
Additions:
Investment income, less custodian fe e s ...................................... ............................................  $ 13,371 $ 12,998
Gain (loss) on sale of securities................................................... ............................................  (1,203) 33,056
Contributions received:
Support of Accounting Research Program............................ ............................................  354 8,410
John L. Carey Scholarship Fund............................................ .......................................... 1,000 1,000
Accounting Education Fund for Disadvantaged Students . . ............................................  134,806 130,121
148,328 185,585
Deductions:
Contributions to American Institute of Certified Public Accountants for library expenses . .  3,027 3,782
Expenditures:
Accounting Research Program............................................... 5,035
John L. Carey Scholarship Fund .......................................... ............................................  2,333 6,667
Accounting Education Fund for Disadvantaged Students . . ............................................  146,793 163,844
Other ......................................................................................... 24
152,153 179,352
Net increase (decrease) in funds..........................................................................  (3,825) 6,233
Fund balances, beginning of period.............
Fund balances, end of period
349,743
$345,918
343,510
$349,743
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American Institute 
Benevolent Fund, Inc.
Statement of
Assets, Liabilities and Fund Balance
Assets July 31, 1973 August 3 1 , 1972
Cash .................................................................................................................................................. $ 25,108 $ 31,252
Marketable securities—at cost (quoted market: 1973, $622,800; 1972, $609,400)...................  452,621 446,050
Receivables .....................................................................................................................................  2,534 1,439
Notes and mortgages receivable (less allowance for doubtful amounts:
1973, $17,000; 1972, $4,000)...................................................................................................  51,500 19,725
$531,763 $498,466
Liabilities and Fund Balance
Liabilities:
Accounts payable........................................................................................................................  $ 460 $ 450
Fund balance...................................................................................................................................  531,303 498,016
$531,763 $498,466
American Institute Statement of
Benevolent Fund, Inc. Changes in Fund Balance
Eleven Months Twelve Months 
Ended Ended
July 3 1 , 1973 August 31, 1972
Additions:
Contributions............................................................................................................................... $ 7,134 $ 27,990
Investment income......................................................................................................................  14,154 14,701
Gain on sale of securities............................................................................................................ 13,060 31,739
Mortgage received in consideration of member benefits paid ................................................. 25,000
Miscellaneous............................................................................................................................... ..........700 _____500
60,048 74,930
Deductions:
Assistance to members................................................................................................................  22,680 23,685
Stationery, printing, and other expenses..................................................................................  4,081 2,779
26,761 26,464
Net increase in fund...............................................................................................  33,287 48,466
Fund balance, beginning of period.................................................................................................  498,016 449,550
Fund balance, end of period................................................................................  $531,303 $498,016
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Accounting Research 
Association, Inc.
Statement of
Assets, Liabilities and Fund Balance
Assets July 31, 1973 August 31, 1972
Marketable securities—at cost (quoted market: 1973, $192,000; 1972, $313,000)...........
Dues receivable......................................................................................................................
Other receivables....................................................................................................................
$ 10,903 
192,000 
331,799 
998 
$ 535,700
$ 30,404 
311,000 
20,957 
4,084 
$366,445
Liabilities and Fund Balance
Liabilities:
Due to American Institute of Certified Public Accountants . 
Accounts payable......................................................................
Unearned advance dues .............................................................
$ 28,101 
342 
28,443
___  831,466
$136,248
445
136,693
201,718
Fund balance................................................................................ ___  (324,209)
$ 535,700
28,034
$366,445
Accounting Research Statement of
Association, Inc. Changes in Fund Balance
Eleven Months Twelve Months
Ended Ended
July 31, 1973 August 3 1 , 1972
Additions:
D u e s ........................................................................................................................ ...................  $1,366,058 $609,229
Investment incom e................................................................................................. ...................  16,138 14,545
Gain on sale of securities....................................................................................... ...................  1,500
1,383,696 623,774
Deductions:
Payments to Financial Accounting Foundation for calendar 1973 ................... ...................  1,329,233
Accounting Research Program............................................................................ ...................  381,157 603,968
Membership promotion......................................................................................... ...................  7,706 7,754
Reports to members............................................................................................... ...................  9,004 2,779
Stationery, supplies, and other expenses............................................................. ...................  8,839 7,602
1,735,939 622,103
Net increase (decrease) in fund ....................................................... ...................  (352,243) 1,671
Fund balance, beginning of period.......................................................................... ...................  28,034 26,363
Fund balance, end of period............................................................. ...................  $ (324,209) $ 28,034
Notes:
(1) In October 1972, the Accounting Research Association, Inc. (ARA) stated its intent to use its best efforts to raise sufficient funds from sources 
within the accounting profession to ensure that the Financial Accounting Foundation (FAF) receives in each of the five years commencing 
January 1, 1973 at least $2,000,000 from these sources. As of July 31, 1973, $1,670,000 of this amount had been paid to the FAF, including $341,000 
from sources other than the ARA.
(2) Although dues, which are assessed to members on a calendar year basis, are recorded as additions to fund balance pro-ratably over each calendar 
year, payments made to the FAF for 1973 were charged to fund balance generally as dues were collected.
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Percentage of 
Revenue by Source
Percentage of 
Expense by Activity
Accounting Research 
Association 3 %
Membership 
Dues 35%
Communications __  Professional ___
and Member Services 47% Standards 17% |
Revenue-Producing 
Programs 59%
Government Education 
Relations 3%  and Regulation 33%
Investments 
and Sundry 3%
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Sources 
and Occupations 
of Members
Sources of Practicing Membership
I. Firm s with one member 
II. Firm s with 2-9 Institute mem bers
III. Firm s with 10 or more Institute members, except the
IV. 25 largest firms
Occupational Classification of Members
I. Public accounting 
II. Business, industry, miscellaneous
III. Education
IV. Government
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The Institute’s committees and boards are the energizing 
force of the organization. Some 1,500 volunteer mem­
bers, aided by staff, contribute their energy, time and 
expertise to the work of 144  committees, boards and task 
forces dealing with every aspect of Institute and pro­
fessional activity.
The following information indicates the amount 
of time members devote to furthering the objectives 
of the Institute through their volunteer efforts. It is 
this selfless devotion, this willingness to serve, that keeps 
the Institute and the profession vital and moving ahead.
Activity Committees
Committee
Members
Meetings
Held Attendees
Meeting
Days
Auditing Standards 23 235 314 211 423
Accounting Standards 4 52 13 47 18
APB 1 18 7 18 20
Federal Taxation 16 121 26 110 20
Management Advisory Services 8 67 31 65 49
Computer Technical Services 8 77 35 70 35
International Practice 6 42 17 38 31
Technical Review 4 37 11 33 10
Professional Development 3 24 6 24 7
Relations with Educators 9 74 17 70 21
Ethics & Trial Board 
State Legislation 8 75 27 70 49
Federal Technical Liaison 
Government Relations and Information 29 221 80 220 90
Member Relations 9 38 12 38 13
State Society Activities 
Accounting Aid Program 2 14 5 14 5
Publications 2 58 1 50 1
Minority Recruitment 1 15 4 15 4
General Management 5 62 18 62 23
Accounting and Financial 6 23 3 23 3
Council 249 2 225 4
TOTALS 144 1502 629 1403 826
Committee 
Service Report
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Random Samples of 
Increased Activity
Shown below are graphs which illustrate the volume of 
activity generated by just two boards of the Institute—  
the Board of Examiners and the Professional Develop­
ment Board of Managers. More will be featured on the 
succeeding pages as the activities of other divisions and 
departments are set forth in detail. Significant in the 
charts shown here are the growth in the number of 
candidates sitting for the CPA examination and the 
increasing number of CPAs who realize the necessity for 
continuing education.
Comparison of CPA Examination Papers 
Completed and Graded in November and May 
1969 to 1973
Thousands
Professional Development Course Attendance
1971 to 1973
Thousands 
4 0 ____
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 Nov. Exam May Exam
Programs, 
Projects and 
Services
On the preceding pages the financial statements have 
identified the major cost centers and funds expended to 
support them. You have also seen figures on the stag­
gering amount of volunteer time it takes to generate the 
programs, projects and services provided for members 
by the Institute.
On the following pages you will be shown some, but 
by no means all, of the Institute’s activities on behalf of 
its members. Space limitations have required the use 
of drastic selectivity in the items covered. Consequently, 
such valued programs as the Group Insurance Plans, the 
Retirement Plans, the Legal Liability Plans, the Ben­
evolent Fund and a number of others could not be 
covered in detail but are, nonetheless, very vital parts 
of the total effort of the Institute.
Auditing Standards
Statements on Auditing Procedure published during the 
year just ended were:
No. 52 —  Reports on Internal Control Based on 
Criteria Established by Governmental 
Agencies
No. 53 —  Reporting on Consistency and Accounting 
Changes
No. 54 —  The Auditor’s Study and Evaluation of 
Internal Control
Statements on Auditing Standards:
SAS No. 1, “A Codification of Auditing Standards and 
Procedures” was released in March 1973. Future State­
ments, formerly SAPs, will be entitled Statements on 
Auditing Standards (SAS).
High priority projects receiving the attention of the 
Auditing Standards Executive Committee are:
Auditors’ Reports (in exposure)
Related Party Transactions 
Interim Financial Statements 
Reporting on Forecasts 
Unaudited Financial Statements 
Purport to Present 
Meaning of “Present Fairly”
Audit Supervision 
Non-Accounting Experts
Impact of EDP on the Auditor’s Study and Evaluation 
of Internal Control
Significant subcommittee projects:
In the area of statistical sampling, Volume VI is being 
prepared to be added to “An Auditor’s Approach to 
Statistical Stampling” and a review of the prior volumes 
issued is in progress.
The Committee on Stockbrokerage Auditing has 
reviewed and commented on the New York Stock 
Exchange’s Rules 417 and 418 and on the SEC amend­
ments to its regulatory framework concerning changes in 
the auditor’s reporting responsibility for stockbrokerage 
clients occasioned by the elimination of the “surprise” 
examination for interim audit procedures.
The Committee on Relations with Actuaries will address 
problems of joint concern with the American Society 
of Actuaries.
The Committee on Insurance Accounting is reviewing 
the previously issued “Audits of Fire and Casualty 
Insurance Companies” to determine what revisions are 
appropriate and how to treat catastrophe reserves in 
the insurance industry.
Accounting/Audit Guides
Seven accounting/audit guides published during fiscal 
1972-73 covered the following subjects:
Audits of Savings and Loan Associations
Accounting for Retail Land Sales
Audits of Stock Life Insurance Companies
Accounting for Franchise Fee Revenue
Hospital Audit Guide
Audits of Brokers and Dealers in Securities
Audits of Finance Companies
Guides nearing publication at year end were:
Audits of Colleges and Universities (published 8/21)
Accounting for Profit Recognition on Sales of Real Estate 
(published 8/27)
Accounting for Motion Picture Films (published 8/2) 
Those in the post-exposure stage awaiting necessary 
clearance for publication include:
Audits of Investment Companies
Audits of Voluntary Health and Welfare Organizations
Audits of Service Center Produced Records
Audits of State and Local Governmental Units
One guide, “Accounting for Companies in the Develop­
ment Stage,” has been referred to the Financial Account­
ing Standards Board for use with one of its projects.*
Two others, “Audits of Pension Funds” and “Audits 
of Defense Contractors,” have been deferred for revision 
based on exposure comments. An audit guide on private 
foundations is in the early research stage.
* An A IC PA  Position Paper is being prepared for submission 
to the Financial Accounting Standards Board.
Accounting Principles Board
Because of the phasing out of the APB in June and the 
establishment of the new Accounting Standards Division, 
which will be the official spokesman for the Institute on 
accounting standards, the activities of both are included 
in this report.
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APB Opinions published or to be published before year 
end are:
No. 25 —  Accounting for Stock Issued to Employees 
No. 26 —  Early Extinguishment of Debt
No. 27 —  Accounting for Lease Transactions by 
Manufacturer or Dealer Lessors 
No. 28 —  Interim Financial Reporting 
No. 29 —  Accounting for Nonmonetary Transactions 
No. 30 —  Reporting the Results of Operations 
No. 31 —  Disclosure of Lease Commitments by Lessees
Accounting Interpretations
Interpretations issued during the year or awaiting 
publication in the November issue of the Journal are:
Disclosure of “Leveraged Lease” Transactions by 
Lessors
Illustrative Applications of APB Opinion No. 30
Stock Plans Established by a Principal Stockholder
Several Companies in a Single Business Combination 
(Opinion No. 16)
Transfers and Exchanges Between Companies Under 
Common Control (Opinion No. 16)
Goodwill in a Step Acquisition (Opinion No. 17)
Changing EPS Denominator for Retroactive Adjustment 
to Prior Period (Opinion No. 20)
EPS for “Catch-up” Adjustment (Opinion No. 20)
Disclosure of Untaxed, Undistributed Earnings of 
Subsidiary (Opinion No. 23)
Debt Tendered to Exercise Warrants (Opinion No. 26) 
Combination Contingent on “Bailout” ( Opinion No. 16)
Accounting Standards Division
The Accounting Standards Executive Committee estab­
lished 20 task forces to deal with a number of 
important subject areas.
Lease Disclosure
Fees Received on Sale of Customer Notes
Development Stage Companies
Catastrophe Reserves
FASB Letter on Present AICPA Items
Real Estate Transactions
Local Government Accounting
Health and Welfare Organizations
Colleges and Universities
Foreign Currency Translation
Diversified Companies
Future Losses
Deferred Costs
Qualitative Standards (and the report of the Accounting 
Objectives Study Group)
Compensating Balances
Pension Funds
Private Foundations
Defense Contractors 
Materiality 
Lease Accounting
The Committee on Relations with the Cost Accounting 
Standards Board has been actively engaged in responding 
to proposed Cost Accounting Standards issued by CASB.
The Social Measurement Committee is engaged in the 
preparation of a monograph on social measurement for 
business entities.
Federal Taxation
The division has issued the following pronouncements 
and publications in the tax area:
Statements on Responsibilities in Tax Practice
Statement No. 9, “Certain Procedural Aspects of 
Preparing Returns,” was published in March.
Other Statements awaiting approval for exposure or 
in the review and revision stage are:
Disclosure in Preparing Returns 
Materiality in Tax Practice 
Conflicts of Interest 
Independence in Tax Practice 
Studies in Federal Taxation
Study No. 3, “Guide to Federal Tax Elections,” was 
updated and issued in early 1973.
Other tax studies in process include:
Tax Practice Management
U.S. Tax Aspects of Doing Business Abroad
Tax Techniques in Operating a Domestic Corporation
A Practical Approach to Consolidated Returns
Tax Policy Reports
The following reports are in process:
Statements on Capital Gains Taxation
Report on Value Added Tax
Report on Business Combinations
Other activities and publications:
Working With the Revenue Code— 1973
Tax Highlights Quarterly (cassette subscription service)
The Tax Adviser (a monthly publication)
Recommendations for Amendments to the Internal 
Revenue Code (a biennial booklet)
Position Paper on Conformity Between Tax and 
Financial Accounting
Testimony before Congressional hearings
a. Tax reform testimony before the House Ways and 
Means Committee
b. Testimony on legislation affecting private pension 
plans
c. Comments on regulation of income tax preparers
d. Testimony on proposed inventory costing 
regulations
Meetings with the new Commissioner of Internal Revenue 
and with the Director of the Audit Division of the IRS
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Review of eight existing and new IRS regulations
Preparation of the monthly taxation column for 
The Journal of Accountancy
Management Advisory Services
Issued Management Advisory Services Technical Study 
No. 9, “Production Scheduling.”
Surveyed practice units to determine the profession’s 
needs for MAS training and continuing education 
materials.
Conducted a census of full-time MAS personnel— the 
number of CPAs, their titles or positions and their 
academic profiles.
Continued to develop Standards of Management 
Advisory Services Practice.
Compiled information as to the nature and extent of 
environmental accounting engagements conducted by 
CPAs.
Prepared a description of MAS practice— including its 
conceptual basis, the nature of practice and role of the 
consultant, a discussion of specific problems, and a 
detailed presentation of prevalent practice areas.
Completed a substantive review of the expanded 
Management of an Accounting Practice Handbook 
due for publication next year.
Agreed to develop guidelines for sound forecasting 
systems at the request of the Auditing Standards 
Forecast Subcommittee.
Published six issues of the Management Adviser.
Computer Services
Extended the Information Retrieval Program for five 
months with terminals located in the offices of 12 
CPA firms, the SEC, FASB and the Institute.
Organized and conducted a Computer and Information 
Systems Conference attended by 200 registrants, and 
commenced planning for the 1974 Computer Conference 
May 6-8 in Chicago.
Formed a task force to explore the feasibility of develop­
ing a computer audit software package for use by 
members of the Institute.
Technical Research
Accounting Research Monographs
Depreciation
Materiality
Research and Development (available for distribution)
Social Measurement
Stockholders’ Equity
Transnational Reporting
Working Capital
Auditing Research Monographs
Accountants’ Reports on Forecasts
Non-Accounting Experts
Other Research
Provided research support to the Accounting and Audit­
ing Standards Divisions in the development of the 
Journal of Accountancy column, Accounting and Audit­
ing, and in the development of Statements on Auditing 
Standards.
Provided answers to more than 265 written and 2,235 
telephone questions on auditing and accounting.
Continued the valuable services of the library for mem­
bers as the statistics below indicate:
1973
(Est.) 1972
Reading room attendance 15,950 15,908
Reference requests 40,400 40,393
Circulation of material 12,918 13,900
Total books and bound
magazines 16,612 17,435
New pamphlets 43,089 41,761
Quality Control and Review
Quality Review
Provided an opportunity for local and regional firms to 
obtain independent, in-house reviews of work papers and 
reports. More than fifty reviews will be completed by 
selected review teams under the program during 1973.
Quality Control and the SEC
A special committee has been carrying on discussions 
with the SEC staff concerning the feasibility of perform­
ing quality control reviews of firms involved in SEC 
injunctive proceedings.
International Practice
Heretofore, the major concern of the Institute’s interna­
tional effort has been maintenance of CPA practice 
rights abroad and maintenance of friendly relations with 
professional colleagues and organizations in other 
countries.
Today this new division is involved in a number of 
different activities aimed at greater harmonization of 
worldwide standards of accounting.
Accountants International Study Group
This group (composed of the U.K., Canada and the 
U.S.) published:
Study No. 6 —  Consolidated Financial Statements 
Study No. 7 —  The Funds Statement
Study No. 8 —  Materiality in Accounting (soon to 
be released)
International Coordination Committee for the 
Accountancy Profession
The committee established two working parties to study 
the role of the ICCAP and to review criteria for the 
selection of organizations to attend international 
congresses.
International Accounting Standards Committee
This new body was established in June 1973 with 
headquarters in London. Nine nations, including the
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U.S., are represented on the committee, and the first 
secretary of the headquarters is an AICPA staff 
member who is a CPA.
Professional Development
Through June 1973 the Professional Development 
Division had completed the following new program 
manuals:
How to Approach and Develop an MAS Engagement 
Accounting for Leases 
APB Review
Services to Clients— Hospitals 
Creative Auditing 
Real Estate Problems 
Program revisions include:
Staff Training Program— Level II (1973)
Staff Training Program— Level III (1973)
Annual Updating Workshop (1972)
What the CPA Should Know About Insurance
Multiple Corporations
Income Taxation of Estates and Trusts
Problems of the Closely Held Corporation
Statement of Changes in Financial Position
Protecting Your Practice Against Liability
Accounting for Income Taxes
Local Government Accounting
Tax Accounting Problems
New programs and revisions in process:
Operational Auditing
Systems Workshop for Accountants
Budgeting
Services to Clients— Dentists and Doctors
Earnings and Profits and the Accumulated 
Earnings Tax 
Services to Clients— Audits of Stock Life 
Insurance Companies 
Inventory of Disclosures 
Fiduciary Workshop 
Services to Clients— Trucking Industry 
Private Foundations
Workshop on Corporate Tax Returns (1973 revision) 
Unaudited Financial Statements (revision)
New media projects completed— information cassettes: 
Helping Your Client Prosper 
The AICPA’s New Code of Professional Ethics 
Are You Ready for Forecasting?
New information cassettes in process:
Tax Planning, Time-Sharing and You 
Computer Security and the Auditor’s Responsibility 
New concepts:
“Project Venture,” a major step in reducing waste 
motion in developing course materials, is on its
way. The proposal envisions a three-way input from 
state societies, firms and the Institute into a 
library of course materials to be housed at the AICPA. 
The primary requirements are that participants 
contribute three days of course materials initially, 
one day of course materials each year thereafter, 
and also pay an annual fee to support the library.
Relations With Educators
In an effort to counteract the apparent decline in the 
professional dimension of accounting on many uni­
versity campuses in recent years, the Board of Directors 
recently adopted a policy developed by the Education 
Division in support of schools of professional account­
ing. In doing so, it realized that it would strengthen 
the position of those institutions that were qualified and 
receptive to the policy, while recognizing that there 
were a number of schools at which organizational 
change might not be feasible at the present time.
Professional Ethics
Exposed a proposal to the state societies during the 
winter calling for the elimination of duplicate enforce­
ment procedures in the AICPA and the state societies. 
A  revised proposal will be presented to the State 
Society Planning Conference in November.
Submitted a resolution to the Council which was 
adopted in May designating the FASB as the authori­
tative body for promulgation of accounting standards 
within the meaning of Rule 203 of the Code.
Issued an interpretation indicating that the division 
will construe pronouncements of the FASB in light of 
FASB interpretations in determining the existence of 
a departure from generally accepted accounting 
principles as contemplated by Rule 203.
Revised Interpretation 502-9 to indicate that the 
repetition of an author’s credits in a series of articles in 
the public press could be construed to be a violation of 
Rule 502.
Revised Interpretation 401-2  (“reliance on the work 
of others”) to make it clear that a member may insist 
on auditing such components of a business as are 
necessary to comply with section 543 of Statement on 
Auditing Standards No. 1, but warned against auditing 
an unreasonably large portion of the financial state­
ments as being indicative of a possible attempt to 
solicit an engagement in violation of Rule 401. 
Exposed an Interpretation of Rule 502 to state 
societies for comment which would permit members 
to express interest in submitting proposals to govern­
mental units or grant recipients who are required 
to seek such proposals from a number of accounting 
firms before awarding a contract.
State Legislation
Developed a statement of the Institute’s legislative 
policy which was approved by the Board of Directors 
in July for submission to Council.
The policy statement patterned after the 1970 Legis­
lative Policy presents the legislative posture of the pro­
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fession to legislators and the public in a more concise 
and positive manner.
Initiated work on a booklet for legislators to explain 
the profession and its legislative policy in an effort 
to strengthen the CPA’s position in legislative activities 
and the lawmaker’s understanding of the profession’s 
legislative objectives.
Federal Technical Liaison
Completed review of bills introduced in this session 
of Congress with special emphasis on health maintenance 
organizations and pensions.
Created task forces or initiated staff action to 
study the following:
The Model Post-Auditing Act
Rules and regulations set forth in Federal Audit 
Guides issued by HUD, HEW, and the Department of 
Agriculture, and those governing Revenue Sharing 
Programs
Federal Procurement Procedures
The Interstate Commerce Commission’s question of 
adopting the equity method of accounting and com­
prehensive tax allocation accounting
Reporting problems of the maritime industry
Federal Technical Studies Nos. 1 and 2
Development of a conference for SEC practitioners in 
early 1974
Government Relations and Information
Instituted the weekly “Washington Report” which 
briefs key officials of the Institute on developments 
affecting the profession arising from any sector of the 
government and reported information of interest to 
members in the monthly Washington Report in 
The Journal of Accountancy.
Maintained liaison with members of Congress,Congres­
sional committee staffs and agency officials in areas of 
importance to CPAs and the profession.
Public Relations
Published “Social Measurement,” proceedings of an 
interdisciplinary roundtable.
Arranged for an article on “Social Measurement” in 
the New York Times’ “Point-of-View” column.
Produced a series of six advertisements on the role of 
the CPA and exposed them to state societies.
Published “Managing Public School Dollars” in 
cooperation with the Education Division.
Produced ten 30-second TV and radio tax messages 
for distribution by state societies to hundreds of stations.
Developed a pilot seminar on financial management 
for arts organizations; others are planned.
Prepared and distributed 38 press releases on AICPA 
activities and answered countless queries from the media.
Helped prepare more than a dozen speeches presented 
by Institute officers.
Assisted in the development of the Roper Survey which
queried a random sample of 1,700 persons as to their 
attitude toward the profession and the CPA.
Wrote six tax season newspaper features and three 
non-tax features for distribution by state societies.
State Society Relations and Accounting Aid
Developed the 1972 State Society Planning Conference 
held in November and will bring to the 1973 Conference 
such topics as ethics enforcement and legislative 
policy.
Assisted in program development for four regional 
conference groups.
Arranged and provided background material for 18 staff 
field trips.
Selected 15 speakers for state society and chapter 
meetings.
Assisted the president-nominee in the development of 
his 1973-74 speaking schedule.
Published two issues of the “State Society Coordinator” 
and initiated publication of the “Regional Conference 
Newsletter” at the request of conference organizers.
Accounting Aid
Visited 13 states for joint meetings with state societies 
and 25 business development organizations.
Met with representatives of the Office of Minority 
Business Enterprise in five cities.
CPAs rendered assistance to 421 minority business 
entrepreneurs— a volunteer effort which consumed 
4,962 man hours.
Published the Businessman’s Information Guide which 
was developed by a committee of the Illinois Society 
of CPAs and was adapted and published by the Institute 
in cooperation with OMBE. Over 11,000 copies have 
been distributed to date.
Publications
In July 1973 Journal of Accountancy circulation ex­
ceeded 168,000 for an increase of better than 16,000 over 
July 1972. Journal advertising billing for the year 
ending August 31, 1973, also established a record by 
exceeding the $400,000 mark.
The new format of the Journal, which started with the 
May issue, has elicited much favorable response from 
readers.
Nonperiodical publications issued during the year 
totaled 35.
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